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(Re Re Davidson, K. G-, appeared for the Maple Leaf 
Petroleums, Linited.) 


MRe FRAWLEY: ire Wallace. 

WILLDAL FRANCIS WALLA | CE, 
having been first duly saworn, examined by ir. Frawley, 
waid: 
hire Wallace, you live in Calgary? 

t do sir. 

And you are the wanager of iiaple Leaf Petroleum , Limited? 
General iianager of the kiaple Ieaf Petroleum, Limited. 

Is there any other company in existence in the petroleum 
industry under the name of the i.aple Leaf? 

I believe there is a iiaple Leaf Oils or something» we have 
agnetimes got mail for them but I do not believe there is 
any connection. . 

With you? | 

Nae 

The liaple Leaf Kefining Company, heve you any sonnestion 
with them? 

They have gone out of business or are in the course of 
liquidation I understand. 

The company of which you are General anager is the tiaple 
Leaf Petroleum, Limited? 

Right. 

iuRe FRAWLEY: I think I will let i. 
Davidson follow on from there. 

iwRe DAVIDSON: ire Wallace, how long have 
you been General i.anager of i.aple Leaf? 

Sinoe April, 1937. 


How long have you been associated with the company? 
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1983. 

Prior to being General wianager you were-=-- 

Bales Manager. 

During the whole of the remainder of the period? 

No, I was tank car salesman in Saskatchewan for the Maple 
leaf Petroleum, Limited, and then came up here as Sales. 
Manager. 

That is when they were in the refinery business? 

That i8 when they were operating the refinery at Coutts. 
But in all the time you have been connected with the Maple 
Leaf Petroleum, Limited, you have been in the marketing 
department? 

I have. 

Were you the Manager of the company when the company nade 
its first agreement with the U- F- A- Central? 

No, I was not. 

But you were with the company at that time and had same 
knowledge of the agreement? 

I knew there was an agreement negotiated, yes- 

How many agreenents in all has your company had with the 


Ue Fs A» Central Co-operative Association? 


Three. 

liRe FRAWLEY: Exh Pw face" TS29" ang 
"330 Ad e 

MRe DAVIDSON: Yes, I was going to submit 


now, not new Exhibits, but extra copies of these uwxhibits 
that were marked the duy that ir. Halverson filed them 
gnd Mrs Wallace will suomit three additional copies of 
each of the three agreements, Hxhibit "S28", "329" and 


"330", being the three agreeuents with the U. Fs A. 
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wR. FRAWLEY: Dated respectively the 
L?th day of August, 1935e+-- 
THE CHAIRiUAN: Just a minute, ir. 


Frawley, we might number these first. 


MRe DAVIDSON: They are marked right on 
them. 
MRe FRAWLEY: Ye, BXRLDit) Fses" Pace 


and "330". 

Re DAVIDSON: And the date is probably 
right on the label. 

wRe FRBWLEY: Yes, that is right. 

iuRe DAVIDSON: I thought perhaps iire Wallace 
&t first might go over that agreement, I mean not with the 
idea of submitting any figures at this stage because there 
will be a balance shest later but just the general plan of 
operation urder the agreement; there are three agreements, 
two of which are now a matter of history. they are rot op- 
erative, and it occurred to me that provdably the Commission 
would be more interested in the current agreement, unless 
you want him to go over all of them. 

THE CHAIRMAN: The current agreemsnt would be 
sufficient I think. 

Re FRAWLEY: Yeso 

THE CHa EWAN; There is no reason for them 
going back, tir» Frawley» 

nite FRAWLEY: No. 

Mike DAVIDSON: I should say the financial 
statement which will be submitted later is based on the 
middle agreement which is now not operative, because it 


was 1958, but we are now in 1952 operating under the last 
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agreement and I think that is the one that is probably 
the agreement which the Commission would like cnnsiderad. 
THE CHATRuAN: If you are putting ina 
financial agreement for 1928 you would need to put in the 


1938 agreement. 


tikes DAVIDSON: The agreements are very 
similar. 

THE CHaTHiiAl : Have you got it. 

MR. FRAWLEY; Uh yes, the whole three 


are in. iir. Davidson is referring to Exhibit "329" as 
the 1938 agreement. 

wR. DAVIDSON: But it is not the ourrent 
agreenent + 

THs CHATRiial : I do not carry ia my mind 


all of these 500 Exhibits you know. 


wine FRAWLEY: INO » 

THE CHA TRAN: iixhibit "328" is the agrees 
ment - 

WRe DaVIDSON: Exhibit "428" is the agree= 


ment made in August 1935 and was in force for two yearse 
THE CHA TRAD: Now what agreetiont waa in 
force in respect of which or at least during the period 


in reapect of which your financial statement will be 


filed. 

ke DAVIDSON: The middle one, Exhibit 
* ale hie 

THE CHalkual: wll right, so long as we 

know « 


Q kuRse DAVIDSON: Approxinately what percent~ 
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age cf your volume of business, bir. Wallace, is pert- 
inent to your dealings with U. F. A- under this agree= 

me nt ? 

Last year about 90%. 

And in a general way what makes up the remainder of your 
volume? 

[t will show in this agreement, that the U. F. A. are ex 
cluded from any commissions being paid to them under bus- 
inesp done in the Cities of Edmonton and Calgary, that we 
gall "climinated gallonoge" or "direct gallonage", and 
then we also have a jobber business which we have been 
able to negotiate with two or three different jobbers. 
You had better tell us who the contracts are with there? 
With the Gas an¢ O11 Products and also with the Consumers 
Oil Company and a very little bit with the Artic Oil. I 
have not the price list of the Artic Otl with me tut it 
ia only illuminating kerosene we sell them but we do gell 
the Consumers Oil and the Gas and Oil Products. 

If only 10% of your volume is made up of jobber business 
and direct business in Calgary and Edmonton, then you are 
not very extensively in the jobbing business? 


Oh I would not say so. 


Re FRAVLEY: In other words, it is all 


Ue F. Ae Dut Calgary and Hdmonton and your couple of jobbers? 


Yes, that is right. 

THE CHATRuAN: Calgary and sdmonton retail? 
Everything, no, it is the service station business. 

wiRe FRAWLEY: netail business? 


YeBe 
wRe DAVIDSON: I think perhaps later in the 
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break-down all these things will show up. As a natter 
of fact it may be oloser tn 12? 

A If any outside farmers come to our plant in Calgary or 
idmonton and we use them as a jobber and we pay the 
U. Fe d&eacommission on the farmer business out of those 
plants but we nay them no commission on gallonage sold in 
Calgary and Hdmonton direct to the service stations or to 
commerical accounts. 

Q wR» DAVIDSON: Now these agreements have 
been filed and mentioned a good many times and it is my 
idea that probably the agreements should be read over, if 
Mire Wallace is going to discuss it intelligently, so as 

to give the Commission the kind of agreement it is and 
BO on; in any event, lir. Wallace, I would like you in 
your own way to tell us how this agreement operates and 
the principal characteristics of it? 
THE CHALTRALAN ; You are speaking of Exhibit 


"330" now? 


MR» DAVIDSON: I think we will take exhibit 
133 OW the current agreement? 

4 Do you wish I shall read this over? 
THE CHA IRMA N; Just as you think wise, lr. 
Davidson. 

Q wRe DAVIDSON: Well perhaps after all you 


had better read the agreement and explain it as you think 
it might need explanation or maybe there will become 
questions come up as you read it? 

A VSOU" ? 

Q Exhibit "330"? 
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Q WAJOR LEPSETT; At the time of this agree- 
ment, .:r- Wallace, you had ceased to be a refiner at 
Coutts? 

A No sir, it states that in the first agreement, that we 


have a refinery ngperating in Coutts, Alberta, "S28". 


Q, And the same in "629"? 
A The same in "$29". 
Q MR. DAVIDSON: Exhibit "S28" and "329" 


recite in the very first sentence that the company owns 
and operates a refinery: 
wkdJOR LIPSETT: Jhen you come to the "3d0". 
KiRe DAVIDSON: Then they no longer have a 
refinery and it says: 
“Whereas the company is engaged in distribution of 
"pnetroleun products". 
Q MR. DAVIDSON: Very well then? 
a This contract that IT am now going to read is for the years 
L959, 1940 and L941. 
"This agreement made in duplicate the 30th day of 
August A» De 1938. 
"Bi Ta Be Ns 
MAPLE LEAF PiTROLEUM LInITED, 
a body corporate having its Head 
W Office at Galgary, in the Province 
of Alberta, hereinafter called the 
"COmPANY"™ 


OF THH FIRST PART, 


ws and 
Y tt 
t THE Us F. Ae CHNTRAL CO-OPERATIVE 
ASSOCIATION LIi:IT HD, 
sy a body corporate having its Head 
Office at the City of Calgary, in 
8 tne Province of Alberta, hereinafter 
i called the 
"ASSOCIATION® 


OF THH SECOND PART." 
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% WHEREAS the Company is engaged in the dis~ 
"tribution of petroleum products in the Province 
Yof Alberta and for the purpose thereof has 
“establisheA bulk stations at the points in the 
"said Province enumerated in Schedule "4" to this 
Nagoreenent. 
MR« DAVIDSON: It might be as wise there 
to take a glance at the Schedule. There are quite a 
number of them, 34 I believe? 
44, yes, 54 plants which we either owned or had leases on 
and I think Schedule "B" has about 59 that the Central 
Ue F. Ae Comoperative either owned or we had working agree- 
ments with. 
MRe FRAWLEY: I wonder if the Commission, 
it surely does not matter to wr. Wallace if we interrupt 
him from time to time, I would like ire Wallace to explain 
Schedule "A" and it is, by the way, it is Schedule "A" 
referred to in the agreement of April 28th, 1946 between 
the U. F. A» and the iiaple Leaf? 
Yes. 
Just what are those, how wiany are there? 
I think there are 34 on this one here, or d6---- 
MAdOR LIPSETT: 26 includes samonton and 
Calgary? 
Yes, we use tham aB a jobber. 
iitte FRAWLEY: Now what, unless the agreesient 
itself later on explains the specifications of the stations, 
but what are these 36 stations which are designated? 


Those are the stations that the i.aple Leaf Petroleum owned 
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inh a majority of cases and in Ohe or two cases we leased 
some Ktations which we énumerate from the Imperial Oil, 
det ini tod j and other stations were privately owned like New 
Norway and Millet, were owned by individuals and we had 
them under a lease and we had warking agreemerts with 
those stations prior to the taking up of the U. F. A. 


Central Co-operative contracts, we were operating them 


as agencies at that time, bulk stations. 
iiAJOR LIPSETT: In other words, Mr. Frawley, 
in the last agreement, although they are rererned to as 
et Ootoler .LIoo, they are . putting in two new 


stations, Jainwright and Jetaskiwin, which were not in 


the earlier agreements. 


WIT NESS: Wainwright should have been 
in, sir, because we had it, It is an old station of ours. 
ziike DAVIDSON; detaskiwin is in the original 


one and Wainwright too but they are not in the same order 
apparently? 

WITNESS ; Wainwright is in there, yes, 
they are both in there in the Schedules of "S20". 


MR. DAVIDSON: anyway the Schedule Speaks 


for itself. 


THE CHa TtisAl: when you entered into this 
current agreoment you had these outlets anyway? 

Yes. 

thatever number they were? 

Yes, and they have been altered a little since that + ime’. 


“Re DAVIDSON: All right? 
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"AND WHEREAS the Association is possessed of bulk 
"plants, agencies and outlets for the distribution 
“of petroleum products at the points in the said 
"Province enumerated in Schedule "B" to this 
"Agreement." 
MR « DAVIDSON: Something like-=<< 
VIgeevernOULdwoe. Or oe, WOiGh Late 
Approxinately 60, I mean the Schedule speaks for itself? 
Yes» The plants in this Schedule "B" were $3 owned by 
the Central Co-operative »ssociation, Limited, and the 
balance were made up by plants that were owned by what 
they called “constituency association¥y, that is bodies 
of, losal bodies in the constituency and some are privately 
owned but they all have agreeuents with the U- F. A. Central 
Co-operative and they are designated as their plant 
THE CHa IRMAN: You buy your products still 
do you? 
We do, sire 
and you distribute it to the Uo Fe A-? 
Yes. 
What is present in my mind and may I ask, why the U. F. he 
did nos buy direct from the Imperial? 
Bo Lieve =——— 
If you know? 
That that question might be better answered by a represent~ 
ative of the U. F. A» that I understand will be called, 
wr. Priestly.» I had nothing to do with the original con- 
tract and I do not know why that was not so. 


THE CHAIRMAN: All right. 
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take DAVIDSON: The third whereas? 
VAND WHEREAS it hes been mutually agreed by and 
“be tween--~— 
THE CHALTTMAN: You are exploring why it 
is under the agreement of 1939, 1940, and 1941, there 
may be an excellent reason for it but it would appear 
to be an advantage in the handling to have a middle man 
instead of tho Imperial selling the product direst? 
who FRAWLEY: _lig recollection is we 4aid 
ask Mr. Halverson something about that, whether he said 
much about it. 
wRe DAVIDSON: Yes, he gave a pretty good 
answer on that. 
wite FRAWLEY: He did deal with it, he 
said something about this company being taken over as a 
subsidiary as a going-concern and desirous of not closing 
then out. iire Brownlee will of course also have his, he 


should be here this morning.» 


hike DAVIDSON: One thing I recall he pointed 


out was that the U. FF. A. represented that they were in a 
position to finance the complete duplication of all these 
plants and unless they got an agreement they wanted that 
they might dn so. Well here are these plants that the 
Imperial Oil had fell heir to in a way through their gon- 
trol of Maple Leaf and this would be a good use to put 
them to. 

ike FRAWLEY: That does not quite answer 
the Chairman's point. ‘hat I put to iir. Halverson was, 


why he didn't take in the isaple Leaf, anc close it up as 
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he did. the Regal Refining Company and I remember putting 
the kegal proposition to him and he said "Perhaps our 
experience with the kKegal was not any too satisfactory", 
and they desided to keep the iwaple Leaf going as a going- 
concern under its own name- It seems to be of Bome value 
to these large companies to operate in that woy- 

“THE CHA InkwAN;: That may be, but what I am 
tryicg to find out and it seems to me that does not come 
from the Imperial properly or from this witness but from 
the U. Fe A- 
whe DAVIDSON: Penhape=—- 

THE CHATRIAN: As to why they found it an 
advantage in having an intervening subsidiary company. 

WiRe FRAWLEY: Yes, if they do. 

TH CHA TRMAN; They are operating either 
with a profit or must be expected to make a profit and 

this apparently would increase the cost. 

mR. FRAWLEY: Wwe will deal with that. 

Lt may be that the Ue. F. Ae would just as soon deal with 
the Imperial Oil- I think that is one thing that Mir. 
Brownlee is going to talk about, 

TH CHAT Riss : You see the jobber may have, 
it may be established to our entire satisfaction that the 
jobber has not only a well-known but an established place 
in the oil industry but at the moment we desire to be shown 
that that is so, if it be so. 

MR.e FRAWLEY: Yes. 
iuRe DAVIDSON: The third paragraph, you 


omitted the third paragraph. 


* 
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A . AND WHEREAS by agreenent in writing dated the 
"28th day of October, A+ D., 1936, the Company 
“appointed the Association its exclusive agent for 
“the sale of its said products at the agencies and 
“sap-agencies enumerated in Schedules "A" and "B" 
Whersto subject to the terms and conditions cone 

“tained in the said agreement; 

“ 8D WHEREAS it has been mutually agreed by and 

"besween the parties hereto that the Company will 


ontinue the appointment of the Association as 


GS 


“exclusive agent as aforesaid for the term hereby 
"eranted and subject to the covenants and conditions 
*herein contained. 
Se NOw THEREFOR. THES INDENTURG 
" WITNESSETH that in consideration of the premises 
Nand the mutual covenants herein contained the 
Yoarties heret> covenant and agree each with the 
Nother as follows." 
idk DAVIDSON; I think I can shorten this 
a little bit, the first paragraph simply points out that 
the siaple Leaf appointed the U- Fe A» Co-operative as its 
selling agent and I think perhaps ycu Gan go on until ycu 


get down toma 


Miho FRAWLEY: Both Schedules "A" and "B". 
MRe DAVIDSON: Yese 
WRe FRAWLEY: Yess 

Q Re DAVIDSON: Perhaps you had better read 


Number 8. ir» Wallace because it has to dd with handling 


the company's products? 
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“2. lxcept as otherwise mutually agreed from 
"tine to time, all the agencies will handle exelus- 
"ively the Company's products under the Company's 
"brand and will be under the managenient, supervision 
“and direction of the Company and will be operated 
Nin the name of the Company provided that the Assoc 
“iation nay erect at any agency a ridge pole or other 
"Sign bearing its own name as supplementary to the 
"sign or signs of the Company." 
wAJOR LIPSHTT; What are the company's 
products referred to there, iire Wallace? 
isaple Leuf Petroleum Products, iiaple Leaf gasoline, i:aple 
Leaf distillate. 
what do they produce? 


They do not. produce anything at the present time, sir, 


they did produce when this contract was entered into 


originally. 

But at the time of this, they were handling exclusively 
products purchased from the Imperial Oil? 

Under our brand. ie purchase them and sell under our 


own brand. 
(J. EK. BROWNLEE, bsqe, K.C. appeared at this time). 


wikke DAVIDSON: All right, ire Wallace. 
Any question about that. 
I think not, that speaks for itself very well, just go 
on with the agreenent? 
" %,. The Company agrees to compensate the Association 
"for its services as agent aforesaid for the promotion 


“Nof sales and the selling of the Company's products 


"through the said stations at the following rates of 


“conumission, nanely: 
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33g per gallon for all grades of Mavle Leaf 

uthyl, Meple Lear "QQ", and Mrnle Leaf 

Standard Wiite Gasoline, Illuminatine 

Kerosene, Incubator Kerosene and Lighting 

Naphtha. 

(Standard White Gasoline shall be deemed to 

mean any white gasoline sold by the Company 

at the same price as aple Leaf “G"* Gasoline) 
'3¢ per gallon for all Tractor Distillates 

and Travtor Gasoline or any other casoline 

known as Third Structure Gasoline. 

ls¢ per gallon for Diesel Fuel. 

& ¢ per gallon for Maple Leaf Motor Oil. 

ing per gellon for Altalube Motor Oil, 

14¢ per pound for all greases. 

L7G per gertlon for el) Transmission Oils. 


8% of Net Invoice price on Industrial Oils. 


(In all cases the Association to stand all discowmts 
given from List frices, excepting Industrial Oils.) 


4. The Association may apnvint agents or sub-agents, 
(hereinafter referred to as "“agents) but such anpointrenits 
shall be subject to the approval of the Company. 

Q MR. FRAWLEY: Mr. \allace, does that mean 
that the statement within the parenthesis there, that when 


the Imperial, as they have dune, put in differential dis- 


eounts or whatever they call them, special competitive 
discounts at certain points in Southern Alberta of 1%¢ 
off the posted tank wagon in Calgary on Tri toe Siro Gs ee 


and in several other places, that meens the U. #. A. has 


to absorb the discount? 
NOR vaxesl’ we 
What does that mem? 


We. absorb it» 
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A Yes. They are to have 34¢ a gallon for all erades of 
Maple Leaf gasoline. If there is any special discount 
to meet competitive allowances put into effeot that 
does not alter this agreement or alter the U. F. A. 
commission. 

q@ I just wondered what those words mean "In all cases the 


Association should stand all discounts given from list 


prices, excepting Industrial Oils." Thet means from 
any list prices or what? 

A That is for lubricating oils and greases. 

Q) MR. DAVIDSON: You have tovpay the Us Fa A. 
discounts from lubricating oils and greases. That last 
paragraph in brackets does not have anything to do with 
light fuels. That is on lubricating oils and greases. 

Q MR, FRAWLEY: Have you anything more 
tG say about that?’ Perhaps’ I did not read it preperly. 
Perhaps you want to say something more about it? 

A This paragraph in brackets vrobably should have been 
explained a little further. That is, it might have been 
lengthened a little bit to state that it was meant to be 
lubricating oils and greases that the U. F. A. will stand 
the discount on lubricating oils and greases given to 
dealers outside of the @Hives of Calgary and Edmonton. 

In other words, when we sell a garageman a gallon of oil 

we sell him at 82¢ less 10¢ a gallon. That 10¢ comes 

out of the U. F. A. commission in the same manner as the 
agents' commission will come out of the U. F. A. commission. 

Q It does not apply to what we have been talking about so 


much in this Commission, special competitive discounts in 
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Southern Alberta on third structure gasoline and 
tractar distillate? 

A Absolutely nothing to do with that. 
All right. 

S- The Association agrees to pay all agents’ 
commissions out of the commissions heretofore agreed to be 
paid to it by the Company, PROVIDED that the Company will 
pay the agents’ commissions on goods transforred between 
agencies and the cartage charge on such goods, which said 
cartage charge shall not exceed one (lg) cent.-per gallon, 
FROVIDED FURTHER that the Company shall have the right 
at‘ell times’ to designate the refinery, bulk station or 
other source or sources from which each agency shall be 
sucplied. 

6. The practices and policies of the Oil Distribut- 
ing Industry as established from time to time shall prevail 
in the organization of agencies, the appointment of agents 
and dealer outlets and generally in the conduct of the 
business. 

7. (a) The business at all stations ghall be 
eonducted on u strictly “cash on deLivery™ basis; except 
that such credit may be given on dealer accounts as may be 
authorized in writing by the Company. 

(vo) Should the Association or any agent of the 
Association make any unauthorized credit sales to dealers 


or sales for other than cash to any person, firm or corp- 


oration, then and in any such case, to the extent that such 


sales remain unpaid for a period of thirty days, the amount 


of such sales shall be deemed to be "uncollected cash sales" 
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and shall be dealt with in the following manner, that is 
to say:= The amount thereof shall be charged against the 
agent of the Association who made the sales and shall be 
a charge against any commissions due the Association or 
the agent by the Company with respect to the agency where 
the said sales were made and the Company may withhold 
payment of any such commissions. Both the Company and the 
Association shall use their best efforts to collect any 
such “uncollected cash sales" and may take such security 
or securities from the said agent or other person as may 
be’ deemed advisable. On the Slst day of March in each 
year the amount of any such “uncollected cash sales 
as at December Slst of the previous year then remaining 
unpaid shall“ be deemed to bea loss and such loss sheild 
be borne in equal shares by the Comnany and the Association. 
PROVIDED however that any sums subsequently collected 
on account of any such “uncollected cash sales” shall 
accrue in equal shares to the Company and the Association. 
PROVIDED FURTHER that the Company may withhold from commis- 
sions due the Association at each quarterly settlement such 
sum as may be necessary to provide and maintain a continu- 
ing Reserve Fund of One Thousand ($1,000.00) Dollars to 
meet the Association's share of such losses. 

8, Should a stock shortage occur at any agency, 
other than a shortage caused by normal handling and 
evaporation or by duly verified tuncollected cash sales" 
as defined in the last preceding paragraph, the amount 


therecf shall be dealt vith in the following manner, 


that is to say:- The Company and the Association shall 
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use their best efforts to collect the amount of such 
shortage and may take such security from the agent at the 
said agency as the Comrany and the Association may deem 
expedient. At the end of each half yearly period the amount 
of such shortage, to the extent tha: it shall sien be deemed 
uncollectable, shall, to the extent of a one-half share 
thereof, become a debt due by the Association to the Company 
payable on demand, and the remsining one-half share thereof 
shall be assumed by the Company; it being the intent of 
this agreement that any such shortage shall be borne by 
the Company and the Association in equal shares. 

Vem ee Comoany, widl, seli, its casolines ,) kerosenrmds, 
and tractor distillates at the posted tank wagon prices of 
the oorresponding brands of Imperial Oil Limited, and will 
sell its lubricating oils ard greases at the list prices 
establiShed by the Comvany for such products. The Connany 
warrants that the Company's products shell at all times 
be of a quality equal to the quality of products of similar 
erede and standard sold by the major competing companies. 

10. All agreements made between the «ssociation and 
local associations when bringing the station of such local 
association within the scope of this agreement shell be 
such as will require such local association to deal exclus- 
ively at its station in the Company's products. 

11. This agreement shall not apnvly to any agency 
already established or which may be hereafter established 
by the Company in the cities of Calgary and. .n.admontons .»The 
Association may establish however in the said cities of 


Edmonton and Calgary agencies or dealer outlets to the 
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extent of three in number only in each city, which 
agencies or dealer outlets when established shall be 
designated as stations to which this agreement shell an Ly 
and thereupon the terms of this agreement shall apply to 
the said stations to the same extent as if they were 
enumerated in Schedules ‘A’ and "Bit hereto. Elsewhere 

in the province the Association shall have the right to 
establish one dealer outlet only at each voint. 

12. At points where the Associstion has or may 
hereafter establish additional agencies through its local 
associations, ynursuant to this agreement, the Company will 
loan to the Association ninety (90) percent of the amount 
reasonably required to purchase underground storage tanks, 
pipes, fittings, pumps and other wholesale equipment required 
to handle the Company's »roducts. ‘Zach of such loans shall 
be made upon such seourity as shall be mutually agreed 
upon and shall beer interest at five (5) percentum per annum 
and shall be repayable iv forty-five (45) equal consecutive 
monthly payments on the last day of each and every month, 
excepting that no monthly nayments shall be payable by the 
Association in the months of January, February am March 
in each year, PROVIDED AL! AYS that upon the termination of 
this agreement all balances then out-standing in respect 
of such Conditional Sale Agreements shall forthwith become 
due and payable. 

Lf. ET IS VAGRUED AND UNDARSTOOD: that,should the 
Association make default in any of the provisions of this 
agreement, the Company way at its option terminate this 


agreement, and in particular, should the association make 
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defauit in its covenant to handle i.aple Leaf Compvany 
products exclusively at any agency, and should such 
default last above referred to be not remedied within a 
period of fifteen (15) days after written notice thereof 
has been given by the Company to the Association, then and 
in that event the Company may at its option terminate this 
agreement, or in the alternative declare that such station 
or sub-agency shall no longer come vithin the scope of this 
agreement. 

14. The term of this agreement shall be from the 
Hirt day of ene 1939, until the 3lst day of December, 
1941, PROVIDED that the Comnany may terminate this agreement 
on the 3lst day of December in any year during the torm 
hereof upon giving writtin notice to the Association of 
US. LA ZeOntion .fo to .do0,.0n,or before the first dey oF 
November in that year, if, during the said year the 
Daminion ar Provincial Government should, by legislation 
or regulations, impose restrictions or conditions in conneo- 
tion with the Qil Industry in the way of setting prices or 
establishing practices or policies which would in the 
judgment of the Company substantially reduce the spread 
between manufacturing and wholesale prices or substantially 
increase the cost of carrying on the business of the Company. 

15. The Comnany will keep such records of all sales 
to in@ividual customers as are required by the assuciation 
for its dealings with its members or patrons and to Prepon. 
and account to the Association quarterly, AND FURTHER, the 
Association shall have the right,by its officers or agents, 


to inspect the sales or other necessary records of the 
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Company coming within the scope of this agreement,.for 
the purpose of satisfying itself th<-t the commissions 
paid by the Company and the deductions therefrom are in 
ceordance with this agreement, and to facilitate such 
work the Company agrees to permit an official, or employee, 
or agent of the Association to occupy a desk in its office. 
16. The association will and doth hereby indemnify 
the Company from ‘nd against any and all loss, injury or 
damage which the Company may sustain by reason of any claim 
against the Company for any loss, injury or damage arising 
in respect of any station included in Schedule “B* hereto, 
or in any station that may be added to Schedule “B*" hereto, 
during the currency of this agreement, and DO#ZS FURTHER 
AGREE and DOTH HEREBY INDEMNIFY the Company from and against 
any and all loss, injury or damage which the Company may 
sustain by reason of any claim for any loss, injury or 
damage arising in respect of any »nroduct or goods, other 
than the product or goods of the Company handled at any 
station included in this agreement, whether presently 
tneluded in Schedules *A™ and "B" hereto or that may be 
hereafter added to either or said Schedules, during the 
eurrency of this agreement. 
17. Upon the expiration or sooner termination of 
this agreement the Company covenants and agrees to forthwith 
cancel all authorized purchasers’ agreements at all stations 
desoribed in Schedule "B" hereto as well as at all stations 
which may hereafter be brought wit» in the scope of this 


agreement under Schedule "5B", PROVIDED that no such agreement 
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WY. F, Wallace 


may be oaneelled until all indebtedness in respect 
thereof has been fully paid and satisfied, AND PROVIDED 
FURTHER, that such cancellation will be made in accordance 
with the terms respecting terms of cancellation in the 
authorized purchasers' agreement. 

18. IT IS AGREED that the Company shall pay all 
taxes, rates and assessments, including wholesale licenses 
whieh may be levied in respect of its properties located 
at points described in Schedule "A", and all personal 
property taxes which may be levied against the stock~in- 
trade at all points mentioned in Schedules "A™ and "B", 
together with all business taxes in respect of all agencies 
losated at points mentioned in Schedules ‘'A" and *B”, 
but the Association shall be responsible for all other 
taxes, rates, assessments, licenses and the like. 

IN WITNESS WHEREUP the psrties hereto-have hereunto 
affixed their respective corporate seals attested by the 


respeotive proper officers in that behalf the day and year 


first above written. 
MAPLE LUAF PETROLEUM LIMITED, 


THE U. F. A. CENTRAL CO-OPERA~ 
TIVN aSSUCIATIUN LIMITED, 
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SCHEDULE "A" REFERRED TO IN AGREEMENT OF 

OCTOBER 28th, 1936, MADE BETYEEN U. F. A. 

CENTRAL CO-OPERATIVE ASSOCIATION LIMITED 
AND :APLE LEAF PETROLEUM LIMITED 


- 


me, nt ee Or 


Calgary (Except City Only) Millet 
Edmonton ("xcept City Only) Milo 
Barrhead Morrin 
Brooks Nemiscam 
Busby New Norway 
Camrose Oyen 
PRERE Patricia 
Consort Ponoka 
Coutts Ro okyford 
Dewberry Stirling 
Drumheiler Strathmore 
Foremost Taber 
Grande Prairie Tofield 
Grassy Lake Trochu 
Lamont | Vulcan 
Leduc Wainwright 
Lethbridge Vetaskiwin 
Magrath 


Milk River 
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SCHEDULE "BY" REFERRED TO IN AGREEMENT OF 


OCTOBER 28th, 1936, MAD@ BET 


FP. Ae 


CENTRAL CO-OPERATIVE ASSOCIATION LIMITED 
AND MAPLE LEAF PETROLEUM LIMITED 


Asadia Valley 
Alix (ites Oil Only) 
Alliance 
Arneson 

Bente windee 
Bindloss 
Brerner 
Brownvale 
Calgary Rural 
Bea ae 
Cardston 
Cerolside 
Castor 

Cereal 
Chinook 
Crossfield 
Eckville 
Edmontom Rural 
Egremont 

Hlk Point 
Feirview 


Federal 
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Gadsby 
Grimshaw 
Hillspring 
Holden 
Huxley 
Hythe 
Innisfail 
Trma 

Iron Springs 
Jefferson 
Josephburg 


Lacombe 


Little Gem 


Manville 


Mayerthorpe 


_ ‘Nanton (Lubs 0il Only) 


Neerlandia 


kotoks (Lube Oil Only) 


Olds 
Pickeardville 


Rainier 


“Red Deer 


Rimbey 
Rochfort Bridge 
Salisbury 
Sedalia 
Sexsmith 
Silver Heights 
spedden 

Strome 

St. Paul 

Three Hilla 
Thorsby 
Tomahawk 
Vauxhall 
Vegreville 
Vilna | 
Warburg 
Viestlock 
Wimborne 


Youngstown 
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P. Vellace 


MR. DAVIDSON: Just one question, 

Mr. Wallace, on that agreement. Is that the whole 
agreement between your company and the U. F. A., or ere 
there any understandings outside of the agreement? 
Absolutely not. 

MR. FRAWLEY: Now, Mr. Wallace, this 
really is an agreement which, as a departure from the 
usual Imperial Oil precedure of onereting a staticn with 
& commission agent to whom they pay a commission of 2g 

on country business, by this egreement the U. F. A. agent, 
wherever the U. F. A. has an agent, the commission is paid 
of *e07 

No oli. 

On these certain grades? 

No, Sir. The U. F. A. Central Co-Operative receives 3i¢ 
or 3¢ or 30¢, whatever the case may be, and out of that 
they pay the agent a commission of 2¢, or whatever rate 

of commission they happen to be paying that agent, 

MR. DAVIDSON: They authorize us to do 1 
for them. It is their money that we pay. We do the paying 
but it is their money. 

MR. FRAWLEY: Let us see if I understand 
it. Take one of these places in Schedule ‘A’. Take the 
first one after Edmonton and Calgary, Barrhead. Let us 
assume the Impsrial O11 have an agent at Barrhead. As I 
understand the evidence, thet man at Barrhead, which is 
Imperial Qil owned, it is the Imperial Oil's station, and 
when that agent at Barrhead sells a barrel of gasoline 


to a farmer customer, he gets 2¢ a gallon? 


é 


wottecup sin tod b Pe | a 
et “ 7 uot ac 
Pre sata i teuld ng: sevedtalt Pe 2) ae 
; a: ei a 
eee fo oi Lt ae foe wee eerne | estoy es ted Seatteall 1 


= 5e7 
> i 


&. Peri i 


ablated - eaneen ‘et erebat- oe erent 
e2Ost eiukond A 
sYEDRAST cae 
og ,dthidw thempetwa me bf gifaex 
to ew veneer fro Lekxodued sagen | 
wuld oie ot drags dofad Fanime.6 a 
iid ed ene “witnuse- 10 
te mal oh oT Ode vevesiegw id 
ee PuD 
1a. (pom ee 


atevnes seed. 9 iy : 
exaged ak st .U oft aie 
7 : : » 
30 add vefetedc . oS to SE =o 
fee tminos = teage ads -iteq eds 
4 F. 


a? neqcend yer? ao 
| ‘ 


NORE VE iM ae 


vortom tied? et If lama aot 2 a 


« Wercss aieas. et ot Su 
Ae 
veadee nt sesala oupalt xe oe exer 


i 


etagled hie notnomhe & 


i 


* 


Teh «baedrt.—e to Jcems ms efrod £20 Lorman 
ie 


a 


@? soliw .bosdenel ge mek Port is _ eee 


T=1 
13 


W. 


A 


- 11,888 - 


F. Vallace 


From the Imperial Oil Company, 

From the Imperial Oil Company? 

I believe he does. It is some place close to that. 

I have no actual knowledge. 

Now, just before you operated under this agreement, 

you were operating this station as Naple Leaf Tetroleums 
Limited, yourself. You operated that through an agent? 
Ves,4, Oita 

You paid the agent at this place, Barrhead, Snot 

had one there, how much? 

o¢s 

That is what I mean. Now we will eliminate the 
Imperial Oil. When you set up business under this 
agreement, you continued the station at Barrhead? 
Continued the station at Burrhend under the @® oe 
Central, They ees that agency sgreement. We hrve mo 
.geney cgreements. 

You still owned the station at Barrhead? 

Yes. 

You made, by this agreement, the U. F. A. Central 
Co-Operative Association Limited, which is a legal 
entity you made that legal entity your agent at Barrhead, 
didn't you? 

No, we made them agent for the exelusive sale of Petroleum 
Products in the Province of Alberta, and they might 
appoint such agent..rcecereee 


Did you, or did you not, make they Uo. Ay Gentral ‘Co- 


Operative Association your agent at Barrhead? Thaet must 


be so? 
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F, Wallace 


He is our agent at Barrhead inasmuch as he has the 
exclusive right for to sell the prcduct. Yes, I presume 
he would be or he could be termed as our agent for the 
Province of Alberta. 

Not he, say the U. F, A. Central Co-Operative Association 
is your agent at Berrhead? 

In the Province of Alberta, for the Province of Alberta, 
they are our agent. 

You say that you appoint them that. Now, at Barrhead the 
U. F. A. Central Co-Operative Association Limited gets 

a commission of 33¢ un the sasoline? 

Yes. 

And other particulars as listed in the agreement. But 


speaking of gasoline. They get a commission of Gag a 


gallon? 
They do. 
Whereas John Jones you had there before that agreement 


= 


eame into existence at all, sot 277 


Yes. 


I do not want to spend a great deal of time discussing 
ThiS...cceeees nays 

THE CHATRVAN: Mr. Brownlee appears to 
think not. Maybe he could ask the Witness a question. 


Can you throw any light on this? It will save time. 


MR. BROWNLEE: Mr. Wallace, that is not 


the right way of-putting it, or is it rather on this basis, 


that the U. ¥. A. Co-Operative Association Limited is 


appointed your exclusive agent throughout the province? 


That is correct. 
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Fr. Wallace 
They’ may appoint an agent at a station such as Barrhead, 
whieh was formerly your station? 
That is correct. | 
They make the appointment through the Head Office? 
Yes. 
You have nothing to do with that? 
No. 
tnd you pay to the Head Office of the company 34¢ or 
whatever it may be on all business done in the province? 
That is right. 
And they, in turn, return tn the agent at Barrhead, which 
is their agent, the same amount of commission which was 
previously paid by you or which is paid by the Imperial 0i1 
to their agent at Barrhead? 
That is correct? 
So far as you know? 
That is oorrect. 
Sy that it is not quite accurate to say that the Maple 
Leaf Petroleums Limited has appointed the U. Fe &. Co~ 
Operative Association as your agent at Barrhead,s You did 
net appoint the agent at Barrhead? 
That is correct. We did not appoint Him. — 
The central office of the U. F. A. appoints that agent? 
All agents in the province. 
You have paid the U. F. A. Head Office certain sums on 


the business they do throughout the whole province because 
of certain considerations which made you think it was 


advisable to pay that commission as general agent? 


Which my officials think. 
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Q In other words, I want to make this clear, the 34 
a gallon commission which you pay to the U. F. A. is 
the commission paid to general agents in the province? 

4 General agents in the prnvince,: that is correct. 

Q, Whatever they pay in turn to their agent at Barrhcad 
is the local agent's commission? 

A That is carrect. 

To understand this contract fully, there must be a clear 
distinction between the general agent's commission, which 
you pay to that Association in the province, and the loal 
agent's commission which they in turn pay to their agent 
at Barrhead? 

A I intended to make that point clear. 

MR. FRAWLEY: You deal only With the 
U. F. A. Central Co-Operative Association Limited? 

A Yes. 

Q And they are your agents at all o* the 36 points. JI am 
only dealing now with Schedule “A”, the properties which 
you own or which you used to own? 

A They are the agent all over the province. 

Q They are your agent at the 36 Maple Leaf points in 

schedule A‘? 

The Head Office. 


The Head Office? 


> Oo Pp 


Are my general agents at these 36 points. 


Q), You only know and deal with the U. F. A. Central Co- 
Operative Association Limited? 
A Yell, in that sense of the word, yes. Of course, we do 


supervise the egencies. 


ate 


wae 
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Q You know they have done certain thines thenselves 
but youconly deal as I understand the agreement with 
the Central association Limited? 

A In the vayment of commissions, we deal only with the 
Ura. Central’ Office, who, in turn give us’ the right 
to subtract their local agents' commission from the 
commissions, the total commissions naid them. 

a Whet/l am trying) to. getilat is, the Central heart. of 
the contract. he U. F. As do certain things at the 
local points. Do you know what they do, or have you 
any, direct controlover whatrthey do? 

A Ve have a certain amount of control over what they do. 
Could they; ateBbarrhead = keepine to Barrhead only to 

unnderstand. it ~ could they at Barrhead appoint a salaried 
agent at ,50.00 ° a month? 

A If they wanted to, I presume they could. 
Thet.is°whst “lan getting at. It is only a circumstance 
that they have an agent thet they pay so much commission to 
at Barrhead? 
Less 
They are your agent at all these points, general agents, 
as Mr. Brownlee says? 

A Yes. 


At Barrhead and other points? 


be Yes. 
Q Yhet they do between themselves and the man at Barrhead 


aD 


or Fonoka or Drumheller or anywhere else is a matter 


between themselves and their individual agents? 


MR. DAVIDSON: Wot entirely. We have the 
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We Fe Vallace 


A 


right to apnrove. 

I approve all agreements made with agents. 

MR. FRAWLEY: ft sums up my understam ing 
of it when you say that they could, as far as this agree-~ 
ment is concerned, that they could a-point a salaried 
agent at all of these points? 

If it met with my approval, which is the agreement between 
the U. F, A. Central Office and myself, I presume that 

is right. 

MR. BROWNLEE: Your approval, in order 
that there may be no misunderstanding, is largely directed 
to the status and calibre of the man inasmuch as you assume 
Part Ol “une credit losses? 

That is correct. 

You do not extend any supervision or try to interfere with 
any of the gensrak business policies of the U. F. A.? 
Absolutely not. 

But inasmuch as your comyany is responsible to a certain 
extent for the credit losses you feel you should have 
something to say as to the calibre of the man that is 

put in there? 

It is usually discussed and agreed upon, the type of man 
who is @ing to be put in. 

I want to make it clear when you say you have certain 
supervision of the contract that that supervision is 
directed to a certain purpose, In other words, it is not 
in order to give you complete control of this U. F. A. 


Contral Office? 


T have not got complete oontrol in any manner like that. 
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Q MR. FRAWLEY: Passing on to Schedule "Bi 
and picking out any place there. The first one, Acadia 
Valley. What is the essential distinction between the 
agency at Barrhead, which is in Schedule "A", and the 
agency at Acadia Valley, which is in Schedule "B"? 

A The agency in Barrhead was originally and still is owned 
completely by the Meple Leaf Petroleums Limited. The 
Acadia Valley agency is, I believe, owned by the Acadia 
Constituency Association, Co-Onerative Constituency 
ASsociation and leased to the U. F. A. Central Co-Operative 
by a working agreement between the Central Office and the 
Acadia Association, who have approximately 10 agencies in 
a certain area known as the Acadia Constituency. 


Thet is getting down to the bottom of it. But is it fair 


TO PUL Abvtinis way, the U. #. A. Central Uo-Operative 
MESOCIGULOOG ULM LOO fe «6s 2 « 818 
A You could cite Lacombe there. 


Q Let me put it to you generally. The U. F. A. Central 
Co-Operative association Limited brings into this agree- 
ment as their own, as far as you are concerned, and however 
they got them, do they bring into this agreement the stations 
under Schedule "B"? 


A Yes. 


What is the difference between Schedule "A" and Schedule "B"? 

Bb There is no difference. They are all operated in the same 
menner, They are 8ll paid in the same manner. The U. F. A. 
Central Office gets the same commission on all agencies 
(eta weer tie OGL (By 


Q How about the anrlication of Section 15, that is where you 
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We Fe Wallace 


agree to keep the records of sales to individual 
customers as are required by the association? 

It is all the same...®ach of these agencies are all 
operated in the same manner by the Maple Leaf PFetroleums 
Limited as far as accountancy, vayment of commissions 
or anpointing of agents. It makes no difference whether 
itis @ U. Fo A. station or a Maple Leaf Stations 

Until you come to Section 18 dealing with the payment 
Of “taxes -and “there israerclear=-cut distinction? 

Yes. 

Thet Speaks pretty much *tor itself? 


Yes. 


MR. DAVIDSON: They might have been in 
one Schedule excent there was some accounting division 

and difference, the payment of taxes. 

Whet does your "A‘ mean? Business on cash delivery basis, 
Are you the one and only marketer in Alberta that is 

on the cash and carry basis? 

I think they are all on the cash and carry basis. 

“ell 4¢ is not cash and carry; It ie cesh’ on delivery; 

I think they are all on the cash on delivery basis as far 
as the original intention of annointing the general agent 
was concerned. Thet might differ a little bit in case of an 
uncollected cash sale, but we are endeavoring to hold 


to that. a6 strictly as possible, 


(Go to Fage 11,896) 
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a Pimeaiiby: read ita little too quickly, 10 is not: a 
question of the farmer taking delivery at the station. 
You make deliveries just like all other major oil 
companies ao? 

A well, we leave that to the discretion of the local 
agent. If he can make. an agreemont whers he does not 
have to deliver goods, that is entirely up to him. We 
do not force him to buy a truck and make dalivoeries. 
There are cortain agents that do not make deliveries, 
certain districts and certain points that is agreed 
on between the companies, where deliveries are not 
made. 

Q We never heard that before, so there are certain points 
in Alborta where none of the companies big or small make 
free deliveries to the farmers? 

A I believe there ares I “now one agancy called Chinook, 
that we have no delivery system so far as I know. 

And nobody else has at Chinock? 

I understand from the agent at Chinook. 

That there are no deliveries. I would like to know about 
tha % « Maybe at somes time you might inform ycourslef 
about that and tell us what you know about it? 

b I belisve that is about the outstanding one. I always 
remember it, it was given me, that information and I 
cannot recsll any other particular ones. 

& I would like to know and pass that information on to 
Dr. Freye If you know of any places in jlberta where 
rural deliveries are not madé6 in that way Here the 
farmers comes and make their own deliveries? 


A I will check up on ite. 
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@ Passing from that then. The procedure at your stations, 
other than these few points, is the samo as at the 
Imperial Oil stations, if a farmer demands his gasoline 
delivered on his farm it is delivered? 

7:3 If he asks for it, yes. 

q And it ts the same 3; cents commission, that is just the 

expenses of operating the trucks ahd all thet is borne -- 

By the agents, 

By the local agent? 


By the local agent. 


Oo & OD w& 


And that depends upon the arrangement made between him 
and the U.F.A. Central Co-operative? 
yi) That is correct. 
Q@ MaJOR LIPSET?: Do you chargs any rent for 
the stations in Sehedule a? 
4b Wo, sir. 
In the case of the stations in Sehedule g, then the 
Association gets the 34 cents discount plus free premises? 
A Yese 
In the case of Schedule B the stations, the U.F. 4&- Assoc- 


© 


jation has to provide the stations? 

A That is right. There had to be some fair, equitable basis 
upon whieh the contract was made and I understand, although 
I had nothing to do with the original contract and the 
making of it, I understand that it was agreed that the 
U.F.sA. Central offices would put up a certain amount of 
stations and we would throw our stations into the agreement 
and there would be no rental agreement arrived at or chargod 


to the U.F.4. Central office. 
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Do you know if the same retail price, the same spread 

is charged to both stativuns? 

The prices prevailing at the town wherein the station 
cperates is a similar price to all other major cempaniss, 
is that what you meane 

Yes, is the same spread charged to the farmer under 
Seheduls 4 rhere the stations are given free to them a6 
are charged under Schedule B where they have to operate 
the stations? 

The farmer pays the market price for his products. It 
has no bearing on whether the station is owned or not. 

THE CHAIRMAN: You mest the competitive 
prices in each town? 

We moet the competitivs pricds. 

MAJOR LIPSETT: well, who gets the benefit of 
this free rental? 
Well the UeF.f. Contral office gets the benefit in these - 
and our office will get the bonefit of sales to their 
stations so I cannot see there will be any great difference. 
MR. DAVIDSON; Perhaps I can help out qa little 
there. Mr. Wallace did not sit in when that agroement 
was made and I recall very distincly the question of 
rents coming up and instead of complicating the agreement 
by setting up a -Schedule of rents the whole thing was 
bulked into one and taken into consideration when the 

rate of Commission was fixed. 

MR. BRO'NLEE: General commissions. 

MR. DAVIDSON: General commissions, the 


commissions mentioned in the Schedule contemplated that 
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we would give them some stations and which they were not 
paying rent for directly and that we would get the 

benefit of the outlets at their stations, which we were 

not paying any rent for. It was just a matter of bargain. 
The commissions were fixed having in mind that there were 
some stations for which there was no rent being charged 
either way. Perhaps if we had charged up rents then 

the commission would have been different. 

MR. FRAWLEY: There are no places at which 
botk the Maple Leaf, there are no places, I might put it 


this way, whersd Schedules A & B clash in other words? 


NO; Sit. 

MR. FRAWLEY: All right. 

WRe DAVIDSON: Well if that is all for the 
agreement. We will not get away from the agreement for 


a While yet because in discussing the financial picture 
the agreement will still be with us. Mr. Wallace there is, 
I have here the financial statement, Pages 1, 2, 3 and so 
on as prepared by the company for its own purposes and then 
Mr. Frawley asked for certain breakdowns of certain itoms 
and theyhave attached these Schedulesto the financial 
statement and reference mads in the statement wherever 
there is a breakdown in the various items "See Schedude 

so and so". Now I would not know how you would want this 
put in. Mre Frawley has suggested that he thinks perhaps 
the Oreakdowns should go in as separate Schedules because 
they will be referrod to. 

THE CHAIRMAN: For the purpeses of separate 
discussion they must be. However, we might make it one 


Exhibit and your Schedules will be labelled a, b, c¢, of 
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the one Exhibit. 
WR. D&aVIDSON: That might be a little 
confusing because as I understand it in the statement 
we prepared for our own purposes there are some Schedules 
in there under lotters before we come to the breakdowns. 
THE CHAIRMAN: Let us deal first with the 
one Exhibit, what is this you are offering, regardless 
of what the other Exhibits are you arc going to put in. 
MR. DaVIDSON: Then the financial statement 
for the yoar 1938. 
THE CHAIRMAN: All right. Wow we will take 
that and call it Exhibit "512". 
(FINANCIAL STSTEMEN? OF THE 
MaPLE LEAF PETROLEUM LTD. 
PRODUCED AND MARKED &S 
DANI? wtbi2 tay 
THE CHAIRMAN: Now, Exhibit "512" is what? 
MR. DAVIDSON: It will be the financial 
statement and that will include the whole bundle because 
after all we breakdown certain things but it is part of 
our statements. Mr. Frawley has asked us to break down 
certain other items but it is still a part of our financial 
statement although in greater detail so I think the whole 
bundlo might go in as the financial statement. 
THE CHAIRMAN: The whole bundle will not go 
in as the financial statement if it is not the financia™ 
statement. 
MR. DAVIDSUN: It is, because it is only a 
breakdown 
THE CHAIRMAN: If we have one Exhibit, we want 
to deal with it separately for discussion and we want to 


know what you are talking about. If you can take the break- 
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down, if that appears on Page 50, then it is not your 
financial statement on Pages 1 and a. we just want to 

be able to identify what we are talking about from time 

to time. Nov’ you have the financial statement --- 

MR. FRAWLSY: Y would call it a series of 
finaneial statements. 

THER CHAIRMAN: Is it the financial statemant 
of the Company? 

MR. FRAWLEY: Liv te, of 1938. Urea aa he ale 

I could explain it, the amount of capital employed is on 
one Sheet, tho next is the profit and loss statement, the 
next is called a comparable analysis of marketing expenses; 
the next is called, long term notes receivables Some 

of these are things that Mr. Cottle, as I understand, 
wanted particular information about. 

MR. DAVIDSON: They are only Schedules of total 
amounts as shown on the financial statement. 

THE CHAIRMAN: Have you one single document 


which is the financial statement? 


“ LINESS : Yes, Which is made up of several 
Pages. 

MR. DAVIDSON: We <ive a little more detail. 
MR. FRAWLEY: Mre MacLegan, the accountant, 


suggests that the first fivé pages might be called the 

financial statement. 

THE CHAIRMAN: The only other alternative, 
Mr. Frawley, is one which Mr. Lipsett suggests, namely 

that you pvt it all in as one Exhibit and that you stop 
right now and page it, page 1 to the end. 


MR. DAVIDSON: Iwas going to suggest that. 
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THE CHAIRMAN: Ani then we can talk about 
it by pages of the Exhibit and as you know we have to be 
able to talk about different thinzs. 
MR. FRAWLEY: I though it was paged. 
MR. MACLEGAT: It is paged down to 6 and 
then they are Schedules from there one 
THE CHAIRMAN: If you put this in as one 
Wxhibit, I do not care how it is done, but we do not want 
any confusion about it. I suggest we stop and Page it 
from one to the end. 
MRe FRAWLEY: Wie Will page tt and that is 
what we will do now. It is paged down to page 6. 
THe CHAIRMAN: All right. 
(A short adjournment was here taken to number the pages 
of Bxhibit 512") 
MR. FRAWLEY: Now this Bxhibit, Mr. Chairman, 
will be described as the financial statement, I think, of 
the Maple Leaf Petroleum Limited, which is the first five 
pages and pages 6 to 18 inclusive will be supporting data. 
THE CHAIRMAN: That seems a very satisfactory 
way of dealing with it. 
MR. DAVIDSON: You have a copy, Mr. Frawley, 
so there are only three additional ones for me *%o leave. 
Q MR. DAVIDSON: Now, Mr. Wallace, you have a 
copy of what we have just submitted as an Exhibit? 
5 I have. 
Q It is quite a long dosnment and you might teke the opportunity 
now to go over that to the extent of explaining it briefly 
on any points thut might need enlargement; just give us 4 


general picture of the company for 1938 so far as its 
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operating was concerned and its financial position? 

Page 1 shows current assets and current liabilitiss 

and will be followed on and explained in the following 
Pagese It is merely an accounting form. 

You have that statement? 

The page is self-explanatory and it shows the current 
assets and liabiliticss, 

And tho result is, it has current acsets of o--<- 
253,981.41. Page 2 covers the deferred accounts receivable 
which are broken down in Schedules a. b & Ga 

MAJOR LIPSETT: What is that item, liability 
for iron barrols in customers" hands. on Pages 1? 

Beg your pardon? 

To*alling »222.00, liability for iron barrolsdnoustomeral 
hands? 

Phat would be barrels on loan at the farm, I suppose, what 
is that Mr. MacLagan. 

MR. MACLAGAN: . That is barrels that we have 
charged out to customers. 

“ITNESS : Barrels that we have charged 
out to customers. \ie have not collected for them. They 
are merely charged in our books and it would be credited 
if and when we get the barrels back agains We charge 

the barrels out at 48.00 or whatever we charge for our 
barrels when we sell the goods. 

WA JOR LIPSETT: In the ease of your company 
there was no supplying of free barrels, you charged for 
the barrels? 

Several times we do make charges to certain customors and 


keep a record of it but it is rather expensive and I would no 
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say we did it on every occasion. 
Q THE CHAIRMAN: Does ths farmer customer 


pay for the barrels? 


vs) No, sir, he doos not, we charge it up as a book entry. 

Q It is a book entry to keep a reeord of it? 

A Yes. 

Q Where the barrels are? 

S ané@ wko they can be picked up from it if it cen pessibly be 
done. 

Q And one entry you do not make is that you do not collect 
the price of the barrel? 

A No, sir. 


Q You mighs pause there to tell us what you think about 
that? 

fbout barrels? 

It costs money to get barrels, I suppose? 


Yes, considerable. 


& & 0D t& 


Yes, and why do you supply barrels, to hold somebody 
eise's fluid? 

m:) Well, in the first place we originally supplied barrels 
to meet competition, to hold our own products. Ve Hen 
no other way of doing it. We found like all other 

oil companies that farmers disregard the fact that they 
have a barrel belonging to the Maple Leaf and they do not 
hesitate to go and fill it with Turner Valley products 
or Imperial Oi2 proéucts or B. 4. products or anything 
els6. | 
You get no benefit and you suffer a considerable loss? 

I would not say that we do not get any benefit at any 


time but we have quite a fow customers that appreciate 
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the fact that the barrel belongs to the Maple Leaf Oil 
Company and do not use it otherwise but a great many of 
the farmers do and they get the barrel filled at other 
places regardless of which company the barrel belengs to. 
Ho goes to Turner Valley, he goes to Montana with a 
barrel, whatever ths case may be. 

Q@ What loss do you figure on barrels in a year, what doas 
{t cost you? | 

4 I do not know. Have we that in dollars and cents, 


Mre MacLagan? 


MR. MACLAGAN: No we cannot. 
THE CHaIRMAN: Is Mr. Meslagan being called? 
MR.e FRAWLEY: He might be called of course 


or his answers can be put in through Mr. ‘jiallace. 

VIITNESS s I do not think we can break 
that down into dollars and cents because it costs an 
enormous amount of money to try and recover the barrels. 
Supposing you have 150 barrels in an agency, there may 
pe 140 out in farmers" hands and you have to have your 
auditor or repre gentative go out and scour the country 
and it costs his time and there are possibly exponses 

to try and reach them. I have made two endeavors theses 
last two years to try and get as many barrels in after the 
threshing season as it was possible. We put on quite a 
Campaigne I wrote to the agents and had Mr. Priestley 
Working in conjunetion with me and endeavored at one time 
to g6ét an accurate accountancy of the barrels which we 
really had or were on hand, that we actually had and we 
couldn't find out at all. we cannot say, like any othor 


O11 company, how mamy barrels we actually have, that we 
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eould lay our hands on within any reasonable length of 
time. 

Q THE CHAIRMAN: Wie have had views from other 
companies about this barrel situation, what is yours, as 
So whether or not it shovld be continued? 

& Well, of course, IT will have to answer that by saying 
any opinion expressed would be my owne I have to meet 
competition. 

Q You are the only one under oath and it is your opinion we 
are asking for? 

4 I have to meet eompetition the same as other companies but 
I would welcome any rogulations or any agreement that could 
be neta Hints between the companies for the termination 
of loaning barrels if it is possible to do so. It wold be 
a great saving and it would take a great burden off the 
shoulders of anyone who is responsible for thése barrels and 
we e¢ould then say "That is something we do not have to 
worry about", 
find it weuld be an aetual saving of dollars to seach company? 
Yes, actually many dollars of actual savings to our company. 
It would necessarily be that because we have had to put out 
a lot of barrels in each year. We bought about three ecar- 
loads this year and three or four last year. 

Q I take it the loss you suffer in respect to barrels must be 
reflected in your general financial picture? 

A It is dollars and cents. 

Q 4nd people who are your consumers who have not the slightest 
interest in your barrels are helping to pay for those berrels? 

4 Yes, it would ail be in the ultimate financial statement in 


dollars and cents. 
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Yese Now what about free deliveries, what are your views 
about that, if you might touch upon that, does the same 
apply there? 

We have to do it. 

Because your competitors do it? 

Yess 1f ‘theytdy itrit@ le: necessary for us to do it. I 
would also there again weleome any agreement that might 

be entered into between the oil companies whereby the 
ABelivering of the products is a thing of the past. That 
they would no longer be delivered. The farmer could come 
into the warehouse, as some are doing at the present time, 
and pick up their own products instead of sending an agent 
probably ten or twelve or fifteen milss to take out a barrel 
of gasoline or whatever the ease may be. Sometimes the 
agents go out themselves so they can make a full load and 
other times they have to go out on an emergency with one 
or two barrels, which must be seostly and is costly. If it 
could be terminated I think it would be a good thing for 
the oil industry. There was one time we did not do any 
delivering. The farmers picked up their own. 

When was that? 

Well, I can reeall, it was about 1924 that it really 
started in earnest in Saskatchewan; I was working in 
Saskatchewan then but previaoms to that time I am pretty 
safe in saying that there was very few, if any, oil 
deliveries. The farmers were using wazons at that time 
and they shipped to the nearest rallway station from the 
closest oil agency and they picked it up there and then 


one farmer and another kept insisting on free deliverias 
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and it went to a mile and then to three miles and then 
the limit was taken ofr altogether. 

Q We have heard some thing of busy seasons making it very 
desirable that there should be deliveries. So long as 
you are exploring the feature of these deliveries being 
free, might T ask, I suppose any trucking concern would 
be glad to make deliveries? 

For payment. 

Yes. 

Oh, yes, any trucking company would be glad to earn more 
money 

Q Do you know of any reason why free deliveries should be 
charged on to tke oil business generally in Alberta? 

yi) No, I cannot say that I do. The oil industry, it is 
a charge on everybody who buys oil and gasoline. 

Q On all Aen Gutens lee OL? 

Wo, I cannot see any reason for it and I cannot say that 
thers is anything thet a person can say in favor of giving 
the farmer free delivery and charging it up against some- 
one else; of course, it really comes out of the agent's 
commission which is paid to him with the understanding that 
he will make free deliveries to the farmers. 

But he hag to have more on that account? 

He would have to have more on that acccunt. 

Q Looking at it in any way you like, it must be taken up 
in the gene'al financial picture of your company? 

Yes, tt must be picked up. 
Spread over all those who are doing business with you? 
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fnd if you eliminated it it might have a very definite 
effect upon the price of the products which are being sold 
in the oil business? 

I would think so, yes. We would not have to pay the 
agente that same commission probably. 

Looking at it from the farmer's point of visw one can ses 
the desirability of getting the service free? 

Oh, yese 

But what I am putting fo you as an experienced oil man, 
aside from the force of competition, is there any just 
reason that you know of why it should be free? 

No, Mr. Chatrman, I can sée no just reason why it should 
be free, free delivery to the farmer for the products 
which he is going to use on his farm. He is in town 

quite frequently, he surely could pick up his requirements 
when he is in town rather than have thom deliver to him, 
such as in many cases they have todays He takes home 

his own groceries and he «@ould take home his own gasoline 
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MR . COMMISSIONER LIPSETT: Is there not a difference 
vetween groceries, that he can put in an ordinary motor 
gar, anda drum of gasoline? 

I do not mean that he should put a drum of gasoline, 

Mr. Commissioner, in a car. But he has other methods of 
transporting his wheat and other products and machinery, 
to and from town. The conveyance he uses for that, 
whether it be a waggon or a truck, could surely be used 
for taking back a drum of gasoline. 

THE CHAIRMAN: Lven as an agent circulates the 
oountry with free deliveries, so could a paid person 
Girculate the country with deliveriss? 

Yes. We have agents who have not got tneir own trucks 
who pay for delivery. 

MR. DAVIDSON: What is page 3 of this Exhibit? 
MR. COMMISSIONER LIPSETT: Just before you finish page 1. 
What is that item, 185 claims receivable, $48,000.00. 
$48,511.00? 

That is claims receivable would be---—where is that, Mr. 
Maclagan? 

MR. DAVIDSON: Tt wonder if Mr. Maclagan might 


explain that. 


MR. FRAWLEY: I suggest that Mr. Maclagan be 
Sworn. 
THE CHAIRMAN: Yes, 1. think) so; 


FREDERTOK aA GEXaNDER LYALL MACTAGAN, having 
been duly sworn, testified as follows: 
THE CHAIRMAN: Don't you think it might be wise 
to have the witness step down and have Mr. Maclagan, who 


made this statement, explain it, and then you @an come back? 


v 


Uxees 


Ww 


Ss 


-11,911- 
F. A. L. Maclagan. 


Yes, Iwould much rather do that, Sir. 


MR. DAVIDSON: Very well, Sir, 
THE CHAIRMAN: All right. 
MR. DAVIDSON: The Commissioner asked a question 


in regard to that $48,511.20, Claims Receivable? 

I will explain what that ig. You will also notice there is 
a reserve of $47,000.00 there tmt represents the largest 
portion of that claim. When we were operating our refinery 
at Ooutts we exported fuel oil to the Great Northern Rail ay 
in Sweet Grass, Montana, which at one time was duty free. 
The U. S. Government placed a duty on this of 20 cents per 
barrel and we paid the duty under protest at that time. 

It is gtiil a matter of much litigation and it never. has 
been settled. It is still on the books and this reserve 
here is practically the full amount, G47 509.26. 

MR. COMMISSIONER LIPSETT: It ig really a claim for 

refund of duty? 

Et is really a claim for refund of duty which we clain 
should never have been charged because we were only returning 
into the United States goods which we had exported from the 
United Steves inothe form or residual fuel oil. 

THE CHAIRMAN: You had better ask Mr. Maclagan 
what position he holds. 

MR. DAVIDSON: Yes, what is your position with 
the company, ilr. Maclagan? 

Ohief accountant. 

MR. DAVIDSON: Is it your desire to go along 
now with the financial statement from there on? 

THE OHaATRMAN: Yes. 

MR. DAVIDSON: We were past page 1, unless 


there igs some further question, and page 2. Now, over to 
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page 3. Mr. Wallace was just aabout to tell us what page 3 
was in this Exhibit. 

MR. OOMMISSIONER LIPSETT: Page 2 makes the total assets 
$297,224.00 instead of the figure of $233,981.00? 

That is the total capital employed. That is with the 
exception of the fixed capital assets, you see. The other 
was just current assets. Page 1 was just current assets, 
Yes? 

Page 3 is the analysis of the profit and loss fr the 

year 1938. It shows a net loss of $31,023.37. 

MR. FRAWLEY: What really caused the losses, 
would you say? 

Well, during the year we had two price reductions, and, as 
you know, we are buying our products on a spread and thoss 
two losses plus those discounts in effect in the south 
country, accounted for approximately $24,000.00 of thoss 
losses. 

MR. DAVIDSON: Just a little louder. 

Did you get that? 

Yes, I got that. 

MR. FRAWIEY: You say you are operating on a 
spread? 

Yes. 

How much of a spread on the goods which are first described 
or first mentioned on page 3 of your agreement, Exhibit 
"330". That is Maple Leaf Ethyl, Maple Leaf "Cc" and Maple 
Leaf standard white? 

We have that to file, Mr. Frawley. 

You oan just say offhand? 

It was 6 oents on Maple Leaf gasoline, 6 cents per gallon. 


You attribute the loss to the reductions at which you were 
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compelled to sell your goods? 

Yes. 

And not to the mrrowness of the spread after you had given 
3s cents to the U. F. A. of the 6 cents which you got from 
the Imperial? 

No. 

MR. DAVIDSON: Have you taken off any tentative 
statement for 1939, which would indicate that the picture 
may be any different this year? 

Just our regular monthly statement which is prepared each 
month. 

Does it show---- 

t+ shows we are reducing expenses and, of course, we 
naturally, the more we reduce our expenses, the better 
opportunity we have of presenting a better picture at the 
end off the eerie 

To date have you had to take any inventory losses this year, 
comparable to last year? 

We have taken one to-day. 

Just today? 

When the price changed. 

You will probably be coming to that later on or someone will? 
Yes. 

We go to page 4. What is page 4 of this schedule? 

fage 4 is an analysis of the profit and loss account, 
showing the expenses for the year 1988. Those are expense 


items and they are itemized. 


THE CHAIRMAN: L939 Gir e517 
MR. DaVIDSON: at the top there, what is that 
figure? 


The heading is 1937, but it is a typographical error and it 
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snould be “1956: 

MR. DAVIDSON: Everything is 1938 on this 
bundle, 

These expenses are enumerated. I do not know that there is 
any explanation. The total expense for the year was 
$250,652.74. 

GO-rien om Unen. 

Page 5 is a statement of the fixed capital assets with the 
reserves set up for the end of the year and the depréciated 
value as they stood in our hooks at the end of the year. 
MP. FRAWLEY: The depreciation is worked out 
on the basis of the Dominion Income Tax provisions? 

Yes. The rates are set. We have a schedule to come after, 
on another page. 

Page what? 

ace ll. 

HY rile or 

That shows a breakdown in the amount charged off to expense 
last year and the rate for each class of equipment’ 

(nents 

Page 6 is a comparative analysis of the marketing expenses 
for the year 1938. It shows the expense by class of expense, 
and type of expense. It is broken down by various classes, 
such as supervision, salesmen, office, company owned 
stations and also by salaries, sickness, wages, etc. MThig 
givesthe cost per gallon at the end. 

THE CHAIRMAN : Mr. frenqiey, "just woile Ttts 
present in my mind. Exeuse me, Mr. Davidson. You will 
have representative farmers before us to speak upon the 


subject of free.deliveries and free drums, will you? 
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MR. FRaVLEY ; Certainly I will. I would not 
want the Commission to come to any conclusion about that 
witkout hearing what the farmers have to say about it. 
THs CHAIRMAN: That is what I want to be clear on, 
MR. FRAWSEY: I think so. We might hear them 
here or in HKdmonton. 

THE CHATRMAN: At the moment, from what we have 
heard, there would appear to be no justification for it. 
Now, before coming to any particular conclusion that that 
is so we have tn hear representatives of farmers from all 
parts of the country. That should take but a little time 
in the hearing of the evidence. 

MR. FRALEY: Quite so. 

THE CHATRMAN ;: If they justify it we want to 
hear their reasons. 

MR. FRAWLEY: | Yes, and while Mr. Priestly and 
Mr. Brownlee are here, I would be glad to hear what Mr. 
Priestly might have to say about that. He is in touch with 
certain groups of farmers. 

THE CHAIRMAN: I am not suggesting who should 
speak for them. It will be for you to make enquiries anf 
determine who will be most representative. 

MR. DAVIDSON: Mr. Maclagan, we can go along 
here, unless there is some question on the breakdown. 

Page 7. is an, itemized Listaox 
long term notes in the receivable accounts, which is shown 
on page 3. 

MR. DaVIDSSON: We are pest the financial state- 
ment and we are coming to the breakdowns specifically asked 


for. That is a breakdown of the long term notes, 
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FF. As L. Haclagan. 
MR. FRAvmOY: Was this asked for by Mr. Cottle? 
Yes. 
The same for 8, sohedule BF 
Mages oo. 7, LO ene elit. 
Yes? 
kage 12 ig the total operations. That is arriving at our 
gross profits by products. 
MR. DAVIDSON: All right, the next? 
Pace Os Page 14 ig a statement of the investments, 
depreciation, rents paid and received and taxes aueouT 
own plants and plants leased by ourselves. 
MR. COMMIS; IONER LIPSETT: What is Schedule C0 on page 11? 
Schedule C, page 11, that is a statement of the points at 
which we have mortgages on plants which were financed by 
{he U. ft. A. 


are those plants in Schedule B of your agreement? 


Yes. 
MR. FRALEY: Those are all in Schedule B? 
VR. DAVIDSON: They may not be. The agreement 


makes provision for new plants being set up. They would 

more likely be in points that have come within the agree- 

ment pursuant to it by reason of new points being opened up. 
MR. FRAWLEY: Were you diseussing 12. Would 

you" give us a ‘short caption for 12. There is no caption 
here at- all? 

It is just a breakdown of page ----Gross Trading and Operating 
STOTLtS You will notice that on page 33 

It is a breakdown? 

By products. 
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Of our operating or trading profits. 

All right. Shown on page ? 

Shown on page 3. 

Cae 

MR. OOMMISSIONER LIPSETT: Mr. Davidson, just to clear up 

the record. On that statement you made, they seem to be 

all in Schedule B? 

WR. DAVIDSON: They may be, but I could see 

where it was possibie they might not be, that is all. 

MR. COMMISSIONER LIPSETT: They all seem to be in Schedule B? 
That is the only place they would appear if we were 
financing. If they were not on there they wuld have 

to be added the next time a contract was made. 

MR. DAVIDSON: My thought was inasmuch as the 
agreement provides for acquiring other Cutlets entirely, 

not mentioned in A and B, that these that were finaneed 
might easily be the ones that were asquired subsequently. 

MR. COMMISSIONER LIPSETT: They seem to have been acquired 
prior to the third agreement. 

MR. DAVIDSON: Then we Gan go on to the next page 
that you have not identified. 

Sager i4a, did. 

MR. FRAWLEY: Yes. 

15 is a continuation showing the service stations. 

Just one short question on page 14. That refers back azain 
to page 3? 

No. Mr. Cottle asked for this statement showing the invest- 
ment we had at our various plants, a breakdown of it. “Je 
have an investment shown on the group of our page &, I believe 
itis) Mr. Wlreawleys 


Yes? 
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On page 5 apvears the group and he wanted it broken down 
by plants, showing where the places were where we paid 
rent, taxes, and the nef value of that equipment. Which 
io parosr ia) omanae ley are all dealingeswith thay ureac 
downs of tnat. 

Right. 


MR. DAVIDSON: Page 177 


17 is a schedule of depreciation charged off during the yeare 


That is the one we referred to a little while ago? 

and with depreciation added on transport equipment. 

and 187 

Page 18 is a statement for the 12 months of 1938 showing 


the total commissions paid to the U. F. A., and a summary 


of sales and percentage of sales by the different classes. 


MR. FRANWOMY: What drnes that mean,"paid on 
transfers"? Well, wait. The total commission you paid in 
1938 was $132,461.20? 
Mapper, tO tne Uo. oA. ves. 
What is the amount that is on there, paid to transfers 

to "A" commission agents? 
In our contract you will probably remember a clause dealing 
with transfers from one point to another at our various 
stations where we probably did not carry enough stock at 
another agency and we vaid a half cent commission transfer 
by a nearby agent to transfer to another agency. "A" 
means in Schedule A, 
Yes. Just one more word then on this matter of commission. 
4s I understand, coluing back to the agreement, 100 barrels 
of gasoline is sold through the Barrhead station, which 


iS, 0ne of Yyournomwn statio01s) and you pay the U. Few. 
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Central Co-Operative Association 35 cents commission? 

Yes. 

100 barrels of gasoline is sold through the Allianee station, 
which is in Schedule B and which is a station owned by the 

U. F. A. themselves, and you pay tho same 34 cents commis sion?. 
Yes. 

Now, as to the arrangement existing between the U. F.a. 
Central Co-Operative Association and its various agents, 

i suppose you are leaving that to be discussed by Mr. 
Priestly, or are you able to speak to that? 

As they signed the contract, I believe they should answer 
any qué stions in that connection. 

Re BROWNLEE: Mey I just interject there, 


Mr. Frawley? 


MR. FRAWLEY: Yes. 
MR. BROWNIEE: Mr. Maclagan, at those stations, 


whether they are Sehedule A or Schedule B, am I correct in 
this, that the management and sales effort around that 
GUStUriGde ts In the nhends of the Us Fs As? 

PhaSsaLesseliore is Pinwoie hands of the-U; oH. ak. 

All that the Maple Leaf has done in the original contract 
which they made with the U. F. A. is to say,"that in 
consideration of you acting as general agents throughout 
the Province we will turn over, without charge, some 30 
stations which we have and we will pay you a general 
commission of go much a gallon on everything that is sola." 
That is in essence the bargain? 

Yes. 

And having tumned over the Schedule A stations to the U. F. A. 


organization, the getting of the consumers around that point 


er) 
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is left to the U. F. a., just exactly as it is in the 
Schedule B stations? 

Yes. 

So that that additional cent and a half or whatever it may 
be, which is now being talkeft about, is the consideration 
Werchwis para whe U. F.°n. for its saliesustfort in that 
district, just the same as it is being paid for tho sales 
effort in another district? 

Yes. 

pe lau in essence there 1s no ditferenee, at all in the 
way in which a Schedule A station is operated under this 
agreement? 

No. 

Or a Schedule B station? 

Yes. 

THE OHalTRMAN: Where there are Schedule a 


stations are there alse Imperial Oil owned stations, as a 


rule? 

No. 

MR. DAVIDSON: Only one or two, 

MR. WALLACE: Those are the plants that we 


took over, the old Regal plants and so on, instead of 
dismantling them we gave them a lease sa they could operate 
them. 

MR. FRAWTE Y: Mr. Maclagan, I am sorry my map 
is away being amended. The Maple Leaf Petroleums Limited 
operated these stations in Schedule A originally before the 
company was taken over by the Imperial? 

MR. BROWNGES : No. 
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in Schedule A those are Maple Leaf stations, the one which 
you people own? 

Yes, we took those over. 

MR. BROWNL'EE : You took those over from the 
Northern Oils? 


We to.ok those over from the Northern Oils in 1935. 


IR. DAVIDSON: And some from the Alberta oil 
consumers? 
MR. FRAWLEY: Beckwwin £954) ors 19454. sAty that 


Time ne imperial Oil nad been in the Provinces for years 
and years? 

Yes. 

And had put its stations up wherever it thought best? 
yess 

And then came the Nor’ hern Oils and they put up stations 
wherever they thought they should be put? 

The Northern Oils bought them from the o1d Maple Leaf 
Refining Company. 

Yes. Then the old Maple Leaf Refining Company put up 
stations wherever they thought it best to put them ? 
Less 

Mey were now a pary of the: Imperial Oil? 

No. 

And they put them up wherever they thought they should? 
Yes. 

The Northern Sils took over the 'aple Leaf Refining 

Comp any stations? 

Yes. 

And the Maple Leaf Petroleums Limited took over the Northern 


Oil stations? 
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I understood that happened. 

And then the Imperial threw them into the Maple Leaf 
Potrolcums Limited, which now owns and operates them? 
Yes. 

MR. BROWNLES : For the sake of accuracy, is it 
not also true the date of taking over the Northern Oil 
stations was also the date, approximately, of the contract 
Witun whe ds FAs ae 

4s I remer.ber, it was June 30th. 

In the game year? 

ToULI ob. yes. 

In other words, it is not accurate to say that the Maple 
Leaf had been operating all these Schedule A stationg 
before the date. of the Us Fs. A. contract? 


No, Northern Oils. 


MR. FRAWLEY: Then the Imperial found themselves 


with all these Northern Cil stations? 

Yes. 

In places, I suggest to you, at some points there would 

be both the old Imperial station and the Northern Oil 
station? 

It is possible,yes. 

Then the Imperial did not close up any of the Northern Oil 
stations, or did they close up some Northern Oil stations? 
Not to my knowledge. 

Don't we find in many of these caseg, some I can tell you 
richtolt, (Brooks Nas en Imperial oi] ‘station, surély? 

Yes, thoy have. 

and the Maple Leaf has one now, or the Northern Oils? 


Yes. 
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And Oamrose? 
Yes. 
A great many of these stations, surely, and I am just 
getting back to the Charrman's original question, at a 
great many points in Schedule A, which are your stations, 
acquired in this way from the Northern Oils, the Imperial 


Oil operates stations? 


Yes, 

THE OHATRMAN: I sup ose your Map will show 
exactly? 

MR. FRAWLEY: Yes. 

THE CHATRMAN : When it is verified by somebody. 
MR. DAVIDSON: Any other questions on that 


financial statement? 

MR. FRAWLEY: No. 

MR. DAVIDSON: | Tl think that is €@1) with ae. 
Maclagan’ Has anyone else any questicns to ask Mr. Maclaga:) 
before he steps down, on the financial statement? 

THE CHAIRMAN: Or the breakdowns. You have 
nothing to ask about this Exhibit any more,from Mr. Maclagar.- 
MR. FRAWLEY: NO, Lor the veryiroon Treason 

it has all been furnished for Mr. Cottle, who is in the 
process of examining it most minutely along with Dr. Frey. 
Like most of this marketing information it has got to be 
gathered up and analyzed by Mr. Cottle. it ois Learrely 

& process of extracting information. Now, for me to ask 

a qgiwestion here and there it 18 all risht, but I see. no 
VOrvVerreaupouny Invdoing more. It has to be most carsiully 
analyzed and related between one company and another by 


Mr. Cottle. 
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W. F. Wallace. 
THE CHAIRMAN: There muzt be something more 


than an analysis of this. are vou accepting as a fact 
everything in this document? 

MR. FRAWLEY: He is accepting everything. he 
receives from this company as being correctly taken from 
their books. He cannot do any more than that, Mz. Chairman. 


Her paseto do that. They are verifying 1% lunder oath in) any 


PRESS: WILLIAM FRANCIS WALLACE, (RECALLED: ) 
MR. DaVIDSON: Wheat is that document I have just 


put in your hands? 

The tank waggon prices used by the Maple Leaf U. F. a. 
agencies in the Provinoe of Alberta as at September 9, 

VSO ane (rey ised dune 11989. 

MR. FRAVObRY: They are the same as the Imperial 


Qit; aren't. they? 


Exactly. 

MR. DAVIDSON: We were asked to prepare t hem. 
MR. FRAWORY: That is fine. 

THE CHATRMAN: We will be glad to have them. 


I might say there is another change in the tank waggon 
prices this morning. 

Macys Ole weswillebe: more interested in. Whatedts the 
ehange this morning? 

Well, it went down in tractor distillate and tractor 
PASOLE MeCN Se LeUUucea iN Drace. mome places there is an 
inorease of one-tenth. But just generally, I have only 
just got it and I have not had time to analyze the whole 
thing, but the oriccs we are using this morning are changed. 
The prices changed this morning. 

MR. FRAWLEY: Mr. Halverson has made another 
edict. 
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W. F.. Wallace. 
MR. DaVIDSON: Let us get this clear, Have 


you any memorandum in regard to the price ohanges this 
morning? 

I haven't any in my possession. I do not know whether 
the office has sent it over or not. 

MR. DAVIDSON: That may be here in written form 
before the witness gets off the stand, 

THE CHAIRMAN: You say there is a price change 
this morning, as if you had nothing to do with it? 

No. 

Other than to follow? 

We have instructions, that is all. 

Who instructed you to make the change? 

The Imperial Oil Company. Mr. Halverson in Torento, or 
through his office. The regular proceeding. 

MR. FRAWLEY: Now, Mr. Wallace is offering 

a number of statements called tank waggon prices at 

Maple Leaf agencies effeotive September 9, 1938, revised 


June 7; 2999.—-_fL_offer-this as an Hxehibit. 


MR. DAVIDSON: There is no use putting this in. 
MR. FRAWLEY: Oh, yes. 
MR. DAVIDSON: This will inelude all the changes, 


Wad Wt Ga ToD 

MR. FRAWE Y: I thought you had been asked 
forthis for its historical value? 

Yes. We were going to submit that this morning. It was 
only because we got this other tank price this morning 
that you can eliminate that. 

MR. FRAWLEY: Mr. Wallace offers tank waggon 
priovs Maple Leaf Agencies, effective July 24, 1939, 


which I offer now as an Exhibit, containing 4 pages. 
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W. Fs Wallace. 
THE OHATRMAN: Now, we are just dealing with 
Exhibit "514", Tank Waggon Prices, effective July 24, 19397 
MR. FRAWLEY: Yes. Let us mark that Exhibit. 

(TANK WAGGON PRIOES, MAPLE 

LHAF AGENOIES, effective 

July 24, 1939, NOW MARKED 

AS BEHIBIT "513", ) 
THE OHaAIRMAN;: I have a note, which is Tank 
Waggon Prices, effeotive July 24, 1939. Is it anything more? 
MR. FRAWLEY: No iar. It has not even been 
marked yet. 


(Page 11,927 follows. ) 
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Q Now to put the effect of this very very briefly,. 
these changes, n the record for the Commission, would 
you mind telling ne--<< 
THe CHARAN: I suppose you are quite 
satisfied that the other material prepared is only of 
historical value because I have an impression for some 
reason you wanted it. Do you not think if. Cottle might 
want that. 
ime FRALEY: Then let us mark it, sir. 
THE CHAI. AN: It occurred to me it might 
be useful. 
WRe FRAWLEY: Then I would offer a four 
page statement being tank waggon prices at iaple Leaf 
agencies effective September 9, 1958, revised June lst, 
1929. Now just let me state, you say it is revised, it 
really speaks then as. from the lst of June, 1959? 

A ie revised the deisel fuel prices only, sir. Frawley, at 


that date. The other light oils were as September 9th. 
THE CHALMUAN; from what year is it? 

LiRe FRAWLEY: It is effective September 9th, 
1938. That was the new price change, September 9th, 1958, 


and then it says "revised June lst, 1959". 


WLTNESS: Revised deisel fuel prices 
only. 
THL CHALTRiAN: Then what about prior to 


September 1968? 


tRo PRAWLiY : There was a price drop in 
June-s 
WITNESS: There were two price drops in 


1958 - 


hese ‘ 
x ene eis 
' 
Fe a 
Peay ) 
iy ies 


: at 
: oo 

z : k 

ite : 
5 } 

5 pas ) ‘: 


-« 
ae 
ree 
vee . 
ay 


ai Aon 
3 ote 
ue 


Vio F. 


CS 
ra 


Wellace ay ae 


whs FRAWLEY> let me ask you this, if 
ure COttle desires to know at what prices you were sell- 
ing petroleum products at all your agencies he can go to 


the imperial price list for that agency? 


QuLte e 
THis CHAT AN ; If there be one. 
MRe FRAWLEY: If there be one and if there 


be no point-s+<<- 


THE CHALTRiAN: There might not be at many 
points. 
4LTNESS: we can supply you the pre- 


vious one for that without much trouble bécause we keep 
copies in the office. 

THE CHAT.AN ; Anyway I suppose you night 
see i.re Cottle and see what he does want. «as I understand, 


tir. Davidson, you will be willing to provide whatever is 


desired. 
VRe DAVIDSON: Yes» 
WRe FRAWLAY: What we will do with respect 


to this one, is perhaps not at the moment file it. 

THE CHa Titus it: I would say not until you 
find out what you want. September 9th, 1988, is giving 
you a small part of 1968 anyways | 

wRe FRAWLEY: You are quite right. There 
are a few points where the Jmperial has no agenoy, take 
Coutts for instance, Imperial has no agency and iiaple Leaf 
hase 4i 
THE CHATRGiAN: Ve got from the witness iiac= ‘ 
Lagan there might be a few points where they were not dup- 


Licated.« 
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3 
WMRe FRAWLEY: YES o 
Q biRe FRAWLEY: I was going to ask you, 


let us say something here, take iiduonton, the tank waggon 


price on Three Star Gasoline at Edmonton has been 19 cents? 


& Yes. 

Q That is correct? 

A Yes. 

Q I find on today's price list the tank waggon prise is 19.4 
cents, can that be explained? 

A I have not got, no, #dmonton was 19.5 cents to September 
9th; it is the Three Star or was the Three Star price in 
Edmonton, liaple Leaf price, the standard price of house 
brand gasoline was 19.5 at sdmonton «8 of September 9th. 

Q wRe FRAWLEY; Yes, I am sorry, you are 
quite right, 193 cents and now it is 19.4 cents? 

A Yes, 1/10 of a cent deduction there. 

You at the moment are not orepared to say why that was? 
I would not asake a statement, I would rather not make a 
Btatement. 

wRe DAVIDSON: As to what? 
4s to the reason for this or anything about it, J merely 
get my instructions to issue a new price list and I have 
done it. 

Q tuRe FRAWLEY : I have just a few general 


que stions~--= 

1AJOR LIPSETT: ir. Frawley, would this be 

a helpful suggestion, if you got this previous price list 
that you have not put in at the moment and mark on it in 
red ink any anendiients which have been siade or any red-= 


uetions which have been iiade. 
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eco Rebus is Oh as 
THE CHalhual ; He is going to get one 
further back still. 
gRe FRAWLEY: Yes, that is the one that 
I am concerned with. 
wRe DAVIDSON: Before sir. Frawley goes on, 


I think perhaps this is something which iir. Cottle asked 
you for, whet is in that document, iire Wallace? 

It is a list, condensed list or itemized list showing the 
stations of the uwaple Leaf agencies owned and controlled 

by uaple Leaf, the U. F. A+ agencies, the tankage, and all 
general information as to gallonage for the year 1938. ie 
have the agency point in, how controlled, whether overhead 
or underground tank, whether they are on the railway site 
or not and the sales during 1958 and at the end of the list 
of .:aple Leaf stations we show how the plants are owned and 
controlled and the number of them and it might be of some 
value to the Commission. 

i.te DAVIDSON: that is something that I think 
lire Cottle asked you for. 

THE CHAT WLAN: It will be Exhibit "514", and 
what is it called ure Frawley. 

ike FRAV LEY: It is called i:taple Leaf U. F. J. 
Agencies and show how controlled. tankage, 1968 sales, it is 
what dtight be called a compendium of certain information put 
together, basically it is a list of the stations, basically 
that ic what it is, a list of the stations and showing cer- 
tain information as to the gallonage at each point. That is 


how it might be described. 


(DOCUL.LNT PHODUCED HERw si: ARKED 
AS WXHIBIT 514"). 
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wits DAVIDSON: Here is something else I 
believe that ir- Cottle requested, what is that iur. 
Wallace, and that will go in as the next lmhibit?” 

The prices to :.aple Leaf as charged by the Imperial Oil 
Gompany for s.aple Leaf Products, gasolines, oils and 
greases, as of January 4th, 1938. There was, yes, that 
is it, those are copies of letters? 

Re FRALEY; waple Leaf price, prices 
to waple Leaf? 

waple Leaf. 

Those areW--—= 

i:Re DAVIDSON: The prices we paid to the 
Imperial Oil. 

Mine FPRAWLEY: Letters, lirs Chairman, en~ 


titled t:aple Leaf prises. 


THe CHALIWAAN : They are what they paid 
Imperial? 

Yes. 

whe FRAWLEY: Yes, prices paid lmperial. 


(DOCUENT PRODUCED Hii i:AKKED 
AS EXHIBIT "515"). 


MR. FRAWLEY: Now talking about Exhibit "515", 
ir. fJallace, they are, these letters "New prices from 
Imperial Oi11,"and tre dated respectively January 4th, 1958 
and LOth August, 1938, now are you going to file something 
more recently than that? 


Yes, we have one dated July oth, our light oil prices, to 


be effective---- 


what year? 
1939, I beg your pardon. 
luk's DAVIDSUN s I thought that had already 
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gone in. 

GITNESS s Do you want it separately? 
Like FRAWLEY: I think while we are fil- 

ing these, ir. Chairman, that ir. Wallace should file 

the current revision of those prices although he has only 
one copy of the document. 

THE CHALTHAAW: All right, it will be Exhibit 
SOL Gaus 

mR. FRAVLEY: It is dated 6th July, 1939 


and quoting new prices on the products quoted in Exhibit 


"515", 
(DOCUALNT PRODUCED HERE 1.ARKED 
AS EXHIBIT 516"). 

THE CHAIRMAN; Anything more to file. 

MRe FRAVLIY: might LL, at Bula point, are 


Chairman, wir. Clayton filed the other day a oairbon copy of 

letter, Exhibit "494", to cir. Cottle quoting his, the North 

Star's new prices and I have here the original letter tc iir. 

Cottle, which bears the signature ana the letter heading 

and I think it much preferable, if I might withdraw it end 

have ire Cutler, who was the reporter marking exhibit "494", 
mark the original instead of the copy. 

THE CHA ThucAN;: You are just substituting the 


criginal for the sovy? 


wRe FRAWLEY: Yes. \ 
THE CHALIU AN: That is quite satisfactory. 
mRe DAVIDSON: iixe Frawley, that is all I 


think we have for filing. 


THE CHA Liss Ns We will take our recess now. 


(A recess of fifteen minutes was here taken). 
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tite FRAWLEY: wits “Wallace, I only have a 
couple of questions, is this all you are going to file, 

we Davidson, and is i:ire ‘ijallace open for cross-examination? 
witte DaVIDSON: Yes. 

inca BRAWLEY : me waclagan said he felt 

that the losses of last year of $41,026.07 could be wholly 
attributable or could be largely attributable to the fact 
that you had to take price reductions last year in your 
selling prices. do you subscribe to that? 

I have a statement here which you carn file if necessary, 

a statement of losses on inventory and cost per gallon, 
which shows that we lost on competitive discounts, inventory 
and price reductions, evaporation loss, loss in normal 
spread, amounting to ¢25,6009.27. 


uR. FRA/LEY: I think we should file that. 


ITN 2SS8: And showing how it is made 
UD- 
THE GHALTIGi AN; That will be Exhibit "517". 


(DOGUicNT PRODUCLD HERE nA KWD 
AS) ERB TS Le 


THe GHATIUAW: And it may be shortly described 
as? 
rabies ti RAL ys As a statement of losses and 


inventory, is that a proper statement of it briefly? 

Yes, a statement of losses. 

In inventory? 

In competitive discounts. 

4 Stateaent of losses in inventory arising out of compet~- 
itive discounts? 


No, a loss in competitive discounts, in drop of the tank 
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wagegon that we had to meet. 

THH CHALTRiiAN: énd losses in competitive 
discounts, wr. Frawley seid? 

Yes, and losses in competitive discounts. 

Mine FRAWLEY: Well without analysing fur- 
ther into that statement, you say that is, you are sub- 
mitting that to show that you operated, that your operat: 
ing loss, most of the loss which you have taken was on 
inventory? 

G20,000 of 1t% 

And on competitive discounts? 

Yes.» 

I wonder, to explore that a little more briefly, a jobber 
is in a position where he is buying and selling on spread, 
and he has to take a loss of inventory if the person making 
the price and from whom he purohases, makes the reduction 
in the price, and then he has, he has no voice, he is just 
in between and he has to take losses which follow upon a 
drop in price and he gets the gain which follows upon an 
increase in price? 

Exactly. 

dnd if his spread, and the spread does not, why do you not 
have a tank waggon, why do you not have a spread, why does 
not the jobber have a spread that fluctuates with the tank 
waggon prixe? 

Well it weuld be very nice if we could get that. If we 
were able to negotiate a contract like that but I am not 
in a position to negotiate. The price is set up by the 
Imperial Oil Company at which we buys 


There have been contracts like that, whereLy the spreuli re- 
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mained 6 cents or 5 cents or whatever it is regardless 

of the change in the tank waggon price? 

I cannot say, isr. Frawley. 

tou have never had one like that, the Maple Leaf haa 

never had one like that from the Imperial 0il1? 

Not to my knowledge. 

SO you operate on a 6 gent spread and run the risk of @ 
drop because every time there is a drop in price you 

suffer a loss? 

We have the tank waggon price at which we buy and if there 
is a drop that is the loss. 

So you are gambling that the reductions in the tank waggon 
price will be offset by increases in the tank waggon price? 
we just have to take our loss or gain as it comes about. 
If there is a drop in tank waggon £ have to take my invoice 
loss, and if there is an increase I take my increases. Un- 
fortunately there were no increases last year. 

It seems to me you are bound to have a loss on every gallon 
you have on hand at the time iir-e Halverson makes a decrease 
it is bound to be a loss? 

X6S, ef Lt US) @cCrep. 

If he were dealing with thia U» F. A». direct, he would have 
a Similar loss because he values his inventorys-“e+ 

I imagine that the marketing department of the Imperial Oil 
buy on a certain basis elthough I do not know. 

Je are told that there is no buying, there is no billing 
from the refining departuent of the marketing department 
but at the end of the year when they are making up a 
stateuent to show what their operations were, they take in- 


to account, just as you have had to do, what they call the 
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loss on inventory because they put a value on them, now 

I want to ask you something else---- 

THE CHATRuUAN: nat useful purpose, if 

any, do you serve by intervening yourself between the 
Imperial O11 ané the U. F. 4+, so far as the public is 
concerned? 

I would preferred that the U. F. a. should answer that 
better than I can because I did not have the making of 
that. I have nothing tc do with the original contract. I 
do not know what reasons were put forward either for or 
against the making of the sontract. I merely carrying on 
the contract. 

You cannot give us any reason which would justify your 
existence? 

I can probably give reasons for the existence of the job- 
ber. 

What is that reason. we wourd be glad to have that? 

I have prepared a memorandum, Mr> Chairman, whether it can 
be submitted to you as an ixhibit---- 

wRe FRAVLEY: riight I ask a question there 
before you read that, if you did not intervene between the 
U. F. Ae and the Imperial, is it not a fact that there are 
certain duties which you now perform that the U. Fe A. 
would have to assume? 

Someone would have to assume them but I imagine the Us. F. Ace 


such os auditing the stations and so On. 


THE CHA LIiimAN: Quite (60) eu teyOm. dd NOt nO 


4% I suppose the Imperial could do it but what I want to know 


153 why this company intervening, they are merely, they are 


without voice or say-“-“= 


ees oe 
Hie, e 
fe ’ 
t 
‘ a = 
, 
ce 
i = 
-- 
i e 


ms 

2 =. 
tas a 

f 


ee 


& 


( 


e riges wes 
ed = 

.4 wad 

ee tJ == 


a 
; ; ; 
= - i 
: 
. = ‘ 
a 
a - 
: 


ha 
oe 
¢ 
A ee 
4 


4 
” 


We Fe. Wallace 


C3 
a 


A 


im) 


- 11,937 - 


tue BROWNLEL: I have a question to ask 

but probably I had better wait until my own time. 

WITNESS ; As I eay, ilr. Chairman, I 
would not be in a pasitinn to answer that because I have 

no knowledge of what the original idea was in making the 
contract between the Uo. F. A. and the liaple Leaf Pet~ 
roleun. 

THE CHAIRMAN: It may be that it is besause 
it is costing no one any more than if there was direct 
dealing. It may be that there are advantages too, but I 
just want to know what they are? 

well there are certain----- 

THE CHATHNAAN: Wwe have not come to any de- 
Gision that you should not exist but we want to know from 
you why you think you should. 

iuKe DAVIDSON: You said you had & memorandum 
Mre Wallace; it answers one of the questions which the 
Chairman asked and I think this is a memorandum you prepared 
in anticipation of just the question as to the place of the 
jobber in the industry, I mean after all, ivr» :/allace---- 
ie believe we have a definite place in the industry as a 
jobber. 

wiht.e FRAWLEY: You have, in answer to the 
Chairman's question, you have more than an answer, you have 
Qa memorandum which you would like to read, is that it? 

Yese 

THE CHA DucsAl: We will file it first, it 


will be wxhibit "518". 
(ii BMORANDUL PROD UD BY 
WITKHSS HERE cxdRikD AS 
EXHIBIT 518"). 
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wITNESS: I headed it "The place of 
the johber in the petroleum industry", and in respect to 
your question, ir. Gra Maan: { would say it is a very 
important one to answer and many thingge have to be taken 
into consideration by the person answering it. I cannot 
pay that I an in a position to answer the question to the 
full extent it should be answered as I have not been able 
to give it the proper study that a question like this 
should have. However, I have prepared a short memorandum 
but, before reading it, if you desire me to do so, I 
would like to point out that the thoughts expressed there- 
in are entirely my own. 

lL would say that the jobber, 
for many reasons, has a definite place in the petroleun 
products industry as it has in the industries pertaining 
to many, if not all, other commodities. Referring to the 
Company of which I am manager, I would say that inasmuch 
as we had a refinery operating until recently in the 
Frovinece of Alberta and thereby had established through 
that refinery a brand name “iiaple Leaf", at considerable 
cost, and created a demand for products sold under this 
natie, and inasmuch as we have a contract to supply the 
U. Fe A- Central Co-operative Association with its pet=- 
roleum requirensents, with termination date three years 
away, it is my contention that that alone would justify 
our existence in the jobber business. 

ie dust renenker that the 
jobber is not souething thut has sprung up overnight. 

In fact the jobber has been in the oil industry in West- 


ern Ganeda since its inception. sll oil companies doing 
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business in Western Caneda today, with the exception cf 
the Imperial Oil, Limited, were vriginally jobbers, al- 
though one or two are now operating refineries of their 
owns It is probable that through the discovery of the 
Turner Valley oil field in our midst there may be a 

greater number of jobbers in this Province than in other 
western Provinces. It must be remeubered that a large 
perantage of the people who elected to go into this busi- 
ness, and it is a legitimate business, and invested their money 
in it, are, through efficient management, in business 
today, and it must also be reciembered that almost one- 
half of the distribution of petroleum products in this 
Province is done through the jobber. 

Unless, therefore, it can 
be shown that by elimination of the jobber the consumer 
would benefit, not only from the point of view of prices 
but also from the point of view of quality of products 
and service, then the jobber should not be disturbed. I 
am convinced that the consumer YSenefits in price, quality 
and service by reason of the jobber being in business, 
and would definitely say that so long as the service to 
the farmer consumer and to the motoring public is not in 
excess of public convenience and necessity, this type of 
"jobber" would appear to justify his existence in the 
picture. 

To elininate the jobber 
would elininate most of the competition and create sone- 
thing like a moncpoly. ve have lots of examples right 
in the ‘iestern country to show that competition steps up 


quality and service and reduces the price. True, monop= 
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Olies may be regulated and are regulated to some ex~ 
tente It is not easy, however, to regulate them as 
to service and quality of products, and the result of 
regulation is not as satisfactory as the result of 
Open competition. 

To eliminate the jobber 
would have the tendency to drive existing jobbers into i 
the refining business and by reason of duplication in 
the refining end, with many expensive plants operating 
below capacity, the results of duplication might easily 
be much more serious than the present duplication of 
small distributing plants at certain points, in that the 
cost of manufacturing would undoubdtedly go up. 

The jcbber buys his goods 
at a competitive price and spells at a competitive price. 
He perforius a service that must be performed by some one. 
He works on a snall margin and to make a profit he must 
merchandise economically. It has been said that, inas= 
much as the jobber makes a profit, if the jobber were 
eliminated, this profit would re passed on to consumer---— 
would it? It seems to me that this is very superficial 
thinking. s#liminate the jobber and the manufacturer 
must extend his distribution system of plants and selling 
organization; he must invest capital in this and he 
would naturally expect that capital to earn dividends 
and those dividends would correspond to the jobbers profit. 

It may be suggested that 
because the wiaple Leaf is a wholly owned subsidiary of 
Imperial Oil, Limited, that it does not buy on a scompet~ 


itive basis- It is quite clear that independent jobbers 


Aas, 6 
its 

~. * 
i 

eo , 
Ab 


+: 


Norates 


Telesis 


mae oe FY 


‘ ere 

ce 
o= 

bes, 

Ae 

~ 

a 4 
fe 
Fae 


us 
sit von 
Bien q: 


4 ae 
#25 ce 
eet 

roe 


ie Fe Vlallace 


CS 
15 


aL Le ee 


do buy on a competitive basis, and, as a matter of fact, 
Maple Leaf »uys on the same basis as independent jcbbers. 
The fact that the Maple Leaf is a wholly owned subsid- 
lary of the Imperial Oil, Limited, does not affect the 
principle that the jobber has a definite use. If the 
iwaple Leaf, as an independent, could serve a good pur- 
pose, then iiaple Leaf as a wholly owned subsidiary can 
and does serve the same purpose. 

I am not prepared to admit 
that at points like Leduc the duplication in distribution 
facilities raises the price to the consumer, but if it 
can be shown to do sc, then the cure should be local and 
not general- If evils have crept into the system of job-= 
bing by all means correct them, but, in correcting them, 
do not wreck the whole system and leave the industry 
liable to evils whioh might be more far-reaching. 

At the risk of repeating, 

I would like to point out that by eliminating the jobber 
and placing the distribution entirely with a few manu- 
facturers, it would have a tendency not only to drive 
present jobbers into manufacturing, thereby increasing 


the number of expensive plants, which operating at part 


-Gapacity would increase the manufacturing costs-+ Such 


a procedure would not only stifle compes:.tion but would 
also have a tendency to increase the importation of 
foreign products. There would be nothing to prevent 
present jobbers from bringing in larger quantities of 
montana products and thereby decrease the consumption of 
Alberta crude. This in turn by reason of the lesser 


volume would increase not only the cost of production but 
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also the cost of refining. 

I believe that an ef- 
ficiently operating jobber has a distinct advantage 
over managejuent by a distant refiner by his conmunity 
contact, greater economy and better relationship with 
his dealers, because, by being under his personal sup- 
ervision and the fact that the jobber's responsibility 
does not end with the selling of a tank car of gas- 
Oline in the same manner that it sometimes does in the 
case of a refinery. 

The mere fact that the 
jobber has to operate on a small wargin makes it neces- 
sary for him to educate himself to keep a jump ahead of 
his competitors, and that in doing so there is no doubt 
in ay mind that the inefficient would be forced out and 
only the efficient remain and prosper. 

It is easily understood 
that you cannot depend on legislation to help over the 
rough spots. Laws should never be used as a protection 
for inefficiency because the country's whole welfare 
depends on efficiency of the individual. 

To throw the distribution 
of petroleum products wholly on to the refineries would 
be a retrograde step.- This is recognized in the United 
States where there is a bill now before Congress which, 
if it passes, would take the refining companies entirely 


out of the marketing business. 
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Q MR. FRAWLEY: Mr. Wallace, this very 
full statement, surely you will admit this that in Leduc 
or in any other place you take, and this may be a very 
big if, but if the Maple Leaf gallonege could all be 
turned into the Imperial Oil station thet it would be 
@ saving tn the Imperial Oil to eliminate the Maple Leaf 
at that particular place and run the gallonage through 
its own service station? 

A in the {iret place, Mr. frewley, it is a very bie 4g. 

I do not believe thet could ever be done. 

q In other words, what you say is if the Imperial Oil 
elosed up the Maple Leaf station at Leduc today, with 
the gallonage they had up there last year, they would 
not keen for themselves all of that gallonage? How far 
short of all would they keen for themselves, do you think? 

A That is a rather tall auestion to answer, to make a guess 
at what percentage of the kiaple Leaf business would ao 
to the Imperial Oil. That would depend entirely on many 
@ifferent things. Some farme:s deal because they like 
the agent. Others deal because they want to deal solely 
with the U. Ff. A. agent. They ere U. F. A. people who 
believe in the organization and they requested that agency 
would be operating there and they mighi resent the fact 
of having to go to the’ Imperial. 

Q I quite agree that there is a further complication. But 
really my question was directed to you as & jobber, apart 

I suppose there 


altogether from vour U. F. A. connection. 


is a great deal of personal element in the U. F. A. business 


which your company enjoys? 
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A There is a personal element in all agencies as to whether 
one farmer may want to go to any particular agency because 
of his like or dislike of that particular agent who might 
be handling the product. 

Cy Suppose you had no U. F. & cornection at all and you were 
operating all these agencies, well getting back to the 
one at Leduc, and it was possible to close up this market- 
ing erm of the Imrerial 011 and operating it all as ‘the 
Imperial Oil, would the gallonage go elsewhere than the 
Imperial Oil? 

A It undoubtedly would co some »lace. Some of it undoubtedly 
would. Vs: il <row thet. when we close an agency thet the 


eallonage snreads. 


TH. CHATR. AN; lay fee eda eA 
A It. might; spread. 
Q One can sce that readily, but would there be any less oil 


sold in Leduc, I cere not by whom? 


A No. 
q No less oil? 


A No, I cannot see that there would be any less oil. It 
would naturally mean that the imperial who have not got 
the added gallonege would have to add to their equipment 
fecilities tor hendline ‘the product, in peak seasons. 
There are two seasons of the year when all our agents are 
driven and are working many hours a Gay in trying to deliver 
to ‘the farmer or serve the farmer for the rush season. ., 
And they would have to add to all their equipment, includ- 
ing that at Leduc and all over the nrovince, if there was 


elimination of certain jobbers. 
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One can see that the Imperial Oil Company or any other 
company could fill every town with its subsidiary companies 
end there would be no room for anybody else in the business. 


They might fill them. But that does not touch upon the 


question of the cost to the people who are using the product? 


MR. FRAWLEY: Yes. 
THE CHATRMAN: There would be no less oil 


‘SoOldg in ‘béeduc. You say the Imperial would ‘sell this of4a% 


Meteo eal. Vighu. «Theat is /Holaing = brie? for the 
Imperial. But surely the point is that the same oil would 
be sold in Leduc to consumers who are served by the town 

of Leduc and it might be done at less cost by the elimina- 
tion of intervening agents and perhaps it should be done.. 
Theat is) Wha 2 would like to hear sbout. Perhaps 1% 

should not be done. But it cannot be discussed on the 

basis of how much the Imperial will make. tverything it 
makes some other company loses, and everything it loses 

some other company gets- All right. What about the people? 
ve believe that by eliminating possibly the Maple Leaf 

in Leduc with the increased cost to the Imperial Oil Company 
there could not be any saving made by eliminating ourselved, 
or eliminating any one jobber. Because they would have to 
get a larger number of drums and larger. fariliitiess and 
warehouses and probably employ more coumission agents and 
pay more commission. 

That seems to be the point. You say there has got ta be, 

if jobbers are elimineted, there must be more capital 
expended by the principal company? 


There would have to be? 
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And they are entitled to a fair return on that invested 
capital? 

I believe they are. 

And it is within that range that the jobber manages to 
exist and make his own profit? 

Yes, he has to. 

And so the consuming public pays no more? 

“Le do not beliuve they do. 

Theat is your real answer? 

That is my answer. 

for what it may be worth, that is the answer? 

Yes. 

MR. FRAWLEY: It is anz;way an indication 
that the Imperial Oil would need to increase the nuiber 
of their tank wagons and the number of barrels. Does not 
oe presuppose the views you make? 

THE CHATR AN: Ig it not,better,. ito, pug 
it to Nim, if I may sugeesest, that ell those who are. in 
Leduc now, with their service stations and barrelage and 
tankage, could not handle all the business at Leduc? 

MR. 2RAWLEY : Yes, getting away from the 
Imperial. 

Supposing it meant that they must or that they might lose 
gallonage. Sore would gravitate to the B. A. and some 
to the Imperial, thet each and every one of them would 
have to increase their facilities to handle that extra 
busine ss? 

If there was the elimination of one comvoany the balance 


of the comnanies would have to increase their exnenditure 


st 


3 viet 
: , 
. , a 
vod : 
, f 
; : 
= > 
ae : 
Sas 
é oe Nees 
oh 


Seer 


~ 


. 
ae 
. 
: Ke 
= raed 
se 
ae o 
: 2a 
Se 


We 


- 11947 = 


2. ‘allace 


and their equipment. Is that what you mean? 

That is only so if they are now working to capacity 

and thet could not be so, that they are working to 
Capacity? 

In certain seasons of the ycar, just as I stated,. they 
are, for ttonths they are working night and day. So you 
must keen the equipment to handle that business then: 
That is a situation that we have in the petroleum industry 
that for a few weeks in the year they are working fairly 
to capacity and all the rest of the year must stand for 
that two or three weeks? 

MR. NOLAN: May I interject a moment? 
This discussion is proceeding along the line that one 
jobber is eliminated. That was never the original sugges- 
tion made by the Commission: The suggestion of the 
Commission was “Supposing we did not have any jobbers 

at all. Nobody has a jobber, and then whet wouid the 
situation be?" Because several of the Witnesses in reply 
to the Chairman said "™’e have jobbers because the other 
man has jobbers. “e cannot give up the jobber because 
if we did he will have his jobber left to him.” The 
Commission said "No, that is not the point. The point 

is we do not have any jobbers at all, then what is the 
situation?". 

THE CHATHANAN : Quite so, Mr. Nolan. 

MRi NOLAN: Take Leduc. It does not 
do to eliminate the Maple Leaf. ‘ie have to eliminate 
every - for the vurposes of this discussion -every 


jobber in Leduc? 
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MR. - FRAWLEY: We eliminate the Maple Leaf 


and the Great ‘est Distributors. 


WA. DAVIDSON: And the North Star, 

MR. FRAWLEY: And the North stax. 

MR. DAVIDSON: And the Gas & Oil. 

MR. FRAWLEY: No. They are direct. 

TH CHAT AMAN : This man is speeking ahout 


himself, but his answers would apply equally to any nther 
jobber that would be there, I take it? 

A It) was meant in that manner. 

MR. NOLAN: what happens to your 
distributing facilities when you elimimte all the jobbers 
in Leduc? Have you enough to carry on with? That is the 
point I am making. 

Q MR. FRAWLEY: If you know Leduc, we will 
talk about that as an instence. Visualize the situation 
that you and the North Star and the Great West Distributors 
go from Leduc and no other jobvers go in to replace then 
of course? 

& That is only a supposition, and because you have got your 
tank truck drivers bringing in goods from the United States, 
from Montana, and selling them on the streets of Leduc at 
the present day. I do not mean the 24th of July, but quite 
recently I had a call from my agent and he said "Is there 
anything we can do about this? Here is a man vho has cone 
from Montane with products and the farmers are going right 
un to him right in the town limits of Leduc Vie you 
eliminate the recognized jobber who is paying your taxes 


and doing business in a legitimate manner, [I believe, 
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and I believe I am correct in saying this, that the 
importation of Montana »roducts might be greater, because 
we have people in “estern Canada who do not desire to 
purchase from the larger com-anies and create as they 

sec it @ monopoly in the fact that they can only buy 

there. In 1921 I started with the British American Oil 
Company in Saskatchewan. ‘.e¢ were new in there. '!e helped 
to build it up. They were a jobber. I would go there and 
say to a man "How would you liks to handle my ageney?” 
MiMOVEnSryourmon? Vis Ind VL texplain. “That s"susterine, 
Ve will be glad and tickled to death to have the privilege 
of buying from someone else.” Competition is still competi- 
tion end -it is getting to be greater today than whet it was 
Gmeuie! DU It is still competition. 

MR. COMZTSSTON®R LIPSETT: Must not there be something 
too expensive about either the refining or the distribu- 
tion in Alberta if a man can go down 200 miles south of 
Calgary into Montana and buy petroleum rroducts there and 
pay the duty coming into Canada, end haul it this 200 miles 
back, thet is 400 miles extra, and compete with your company 
or the Imperial Oil in Leduc? 


Mr. Commissioner, I was down in Saskatchewan last week, 


at Rosetowm, and I saw 7 trucks in the Rosetown vicinity 
with Montana products. Naturally, I took an interest 

in it. It is not only the Leduc situation, but up to 
Saskatoon and up to Prince Albert in Saskatchewan they 
are going in with Montana products. I cannot answer 
your question if there is anything wrong with the 


refinery system in cost. [I have never been in the 
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FeTinine *end ‘of it 2° "Tr believe you have certain figures 
submitted by Mr. Halverson or various other gentlemen 

in thet end of the business. But I do know you can buy 
it in those towns. The fact that they are selling their 
gasoline down there to the Canadian jobber or Canadian 
trucker at just exactly the price they oan get for it 

and they are maintaining their own price in their own 
state, the regular price they are using. 

MR.« FRAWLEY: When you saw those products, 
Montana products, all over the Province of Saskatchewan? 

I saw them down in Rosetown. 

They were not products brought in by the Texas Company 

of Canada who apparently can lose a lot of money and still 
z0 on? 

I believe they were independent joktbers, or independent 
truckers. Do not call them jobbers. Call them truckers. 
Whose operations it would be fair to assume would be 
successful operetions insofar as the difference between 
profit and loss. on bringing in the goods? 

I presume he is making a living. He would have to be 

or he would not. be able to keep going. 

You Ko not ith vw paket because there is anything wrong 
with the price structure in Alberta thet enables Montana 
products to come in? 

I would not say thet. I do not know enough about the 
refining end. I em not discussing the price structure. 

I do not have the knowledge to answer thot question. 

LR. COMMISSION'R LIPSETT: But leave out the refining. 


Must not the marketing and distribution system, with all 
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this duplication, must it not be too expensive, ir thet 
could haspen at Leduc or in a much further away area 

that you now say it can hanpen? 

If you cam go and buy a product, no matter what it might 
be, at a price, by reason of the fact that someone wishes 
to get rid of this product in order to keep his refinery 
going and is willing to sell you thet product at 3¢ or 4¢ 
below whet it should be sold at in order that he can take 
Tie Over=21 ll picture .ot is repinineg, there 16 nouteliing 
how low that price can go, and it vould be impossible 

for the Canadian refiner or jobber to meet that competition. 
They are buying the woduct down there at 5¢ a wine gallon 
and the people doing the trucking, they are not cetting the 
same rate as we pay them for trucking. They are out to 
meke a living and when one goes broke, as the term night 
be used, someone else buys a truck and goes right into 
business and carries right on. They are very numerous 
this year. 

Tie ererinery proque: in this provinces has to carry a, load 
Of 67 6 Fa lon in some point like Leduc where the Imperial 
Oil has their own agency as well? 

LoLe NO exactly carrying 6¢ tome. [iam buying: one 
competitive basis, He would have to, as I endeavor to 
point out, increase his vacilities in order to eliminete 
me. He would have to do away with my equinment, which 
would be a great loss and probably close up my establish- 
ment, or any other jobber. You would have people out of 
work and one thing end another. There are many things to 


taxe into account. He would really have to increase his 
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equipment to the extent it would be necessary for him 
VOWincresss his’price in’order to ‘set 4 profit on it and 
ad return for the use of the equipment, | 


How do you say you are on a competitive basis? 


rs) 


A Because it has been shown to the Commission that my 
prices ere similar to those of the North Star or any 
other jobber that the Imperial Oomnany sells ta. I 
believe I-'read that In the paper. 

Q as far as the Imperial Oil are concerned, they charge 
you’ the same price as other jobbers. But caén you go ta 
eny Other refiner and buy your product? 

A Nu:, I cannot. 

Can you bring any competition to bear on the Imperial 

Oil so far-as your company is concerned? 

Et No, F am afraid I cannot, As far as going out and using 
another price or anything like that, I get my instructions 
as to what price I shall sell at. 

Q As far as you are concerned, is there any compe tition 
of any sort whatsoever. Does not the Imperial fix the 
price it gives to you and any other jobber? 

4 IT do not know about the other jobber. They give the 
price to me, 

im Is there any competition of any sort? 

q THE CHAIRMAN: Do they tell you at what 
price to sell? 

A Yes. 

Thot is to say, you are to meet competition wherever 
you are in business? 


mi Thet is correct. 
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MR. BROWNL@E: Is it probably true 


that much of the cutting you refer to from Montana is 
done ky the man who has a truck and does not seek to 

get any fixed return on that truck and pays no taxes 

but is here today and gone tomorrow? 

He is merely a trucker who more or less lives in his 
LEC. ie, SLeeps in it.. He goes and disposes of his 
load to the best advantage. Sometimes he has former 
contacts, but other times he will go and peddle it around 
the country till he gets rid of it and he goes back and 
gets another load. 

The same thing es any other business, the coal business, 
for exampl e% 

MR. COMMESSIONER LIPSETT: Thet would mean there is 
no real ec eeu Simply an isolated case 
of a man with his own truck running at a loss? 

He does not always run at a loss, Mr. Commissioner. 

He endeavors to make a profit. But if he gets stuck 

with a load, as sometimes is the case, maybe owing to 

bad roads, he will do just exactly whet the refiner did 
taLhimy: THetwilliselivit.ofr at a lesser price at, some 
point. I récall at one place where five truckers were 
held up by bad roads and I understand they disposed of 
their products at low prices because they were stuck there 
and could not move, That causes dissention among oil 


agents. They want us to mest competition and we cannot 


do it. “le have equipment to pay for. ‘.e have the employees 


to keep up and the equipment, and it is e 


+ 


but T do not think it would be any more, I say I do not think 


é considerable cost, 
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it would be any more decause probably the Imperial Oil 
Company would have to increase their equipment and 
emplorees if you were to eliminate the Maple Leaf 
Petroleums. That is my contention. 

Q MR. DAVIDSON: As to whether you buy it 
in a competitive market or not. Do you know whether 
your parcnt company, the Imp«riali Oil, suprly a great 
many jobbers besides yourselves? 

A Do I know whether.......0, 

“Whether they do supply a great many jobbers besides 
yourselves? 

A I understand from the evidence thet Mr. Halverson gave 
which I read in the paper, that they do. 

You are the only wholly-owned subsidiary that you know ef? 

A Mr.Halverson made thet statement, yes. 

Q I would be probably correct to assume thet other jobbers 
buy at competitive prices? 

A I should think thet the other jobbers boueht their 
products at competitive prices. 

G You know that you nay the same price as those who do 
buy at competitive prices? 

A ¥ believe that is the case. 


Getting back to Leduc for a minute. Let us assume you break 


Q 
your contract with the U. F. A. and close up your plant at 
Leduc. ‘vsho ig going to say where the greatest part of your 
gallonage would go to? 
No one. 
Q Whose gallonage is it now, practically? It is the U. F. A. 


gallonage? 


Es 


‘ = ‘ 
= . = 
c: 4 : x wu 
Si) 
: o ss 
= 7 oe 
. : ar ot 
. b> ' . 
visas v - 
5 9 
: -< < 
= . - pi ba 
30 = 
— c ey 


re 


ven Bes 
& 


‘ me 
4 
Tey core 
iA 
Py =% nie 
AS Nav 
ma 5 
nS a 
te 


* 


vere 
Ws 
: th 


4 “ j =i 
ae A 5 — . Senet 

: o 
43 ie r z 4 
wae > : ne i a 
2 G y : 


a = : 
tos 
e Cee 


T=3 
13 mE Mlk tae 


W. F. Vallace 


A Hv is the U.@. A. sallonage, Ard the Ts Fi A. would 
like to stay in business. The U: F, A. would probably 
stay in business there and vroba>dly they would make Uther 
contacts, with the British American or down in the States. 

Cj If in the change-over they should lose some of it or not 
make any further contacts. is it not »ossible thet some 
of that gasoline might go to someone not in Leduc at all? 
15 not that the history of that sort of thing that the 
companies already doing business there cannot expect to 
get it @ii, A new person. Lem not saying you are  .ut 
out of business but you voluntarily go out of business. 
Is it not reasonable to expect that somebody else would 
come in if you went out? 

Q TH CHATRMAN : That is assuming that 
any jobber was allowed to come in. The problem we ere 
discussing is whether or not the jobber should be 
eliminated entirely. It may be that there is precisely 
nNouning ini that, But there. is no use olf exploring (2% 
by saying “If you go someone else will come in,” because 
there would be no one else allowed to wite in, if the 
other theory were accepted. There would be just no jobbers. 
MR. DAVIDSON: A question was asked as to 
whet would become —- and we can only speak for our own 
company - that might become of our gallonage, apart from 
the question of the jobber's existence altogether. The 
question was asked what would become of our gallonage Lt 
we discontinued in Leduc. A good deal of it might go 
to someone who is not there at all. 


THE CHATRW AN: Sure it might. 
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MR. COMMISSION@R LIPSETT: How would it go to 

anyons else? Assuming that the Imp rial Oil Company 
gave 35¢ to the U. F. A., that they are getting today 

at Leduc, and used the remaining 24¢ to go to the general 


reduction in» price? 


I beg vardon, Mr. Commissiorer, would you mind reneating that? 


You said if the Imperial Oil Company cave the U. F. A 35¢ 
which they are now doing. It does not work out tu 33¢ on 
all products. But let us take 34¢ on all main products, 
and then use the 24¢, which you refer to on the 6¢ spread 
wrich we get, and make a reduction. The U. F. A. could 
NOTACaLryeON  DUSINESS sy oi5 ies isis, 2s 

Just a moment. Now to go to the benefit of the general 
nublic, the consumer. What is gained in reference to 
this U. F. A. contract by giving you this 23¢ on the 
gallon over and above what the U. F. A. gets? 

It must be remembered out of the 34¢ that the U. F. A. 
gets, they pay their agent's commission of 2¢. And they 
are down to lé¢. Actually it figures out about, their 
average commission payable to the U. F. 8. over and above 
the agent's commission, after it is deducted, is approx- 
imately 1l.2¢. The U.’F. A. nor any other organization can 
curry on the work we perform for that 1-2/10ths cents per 
gallon. The spread would have to be increased in order 
for them to set ur an organization such as the Maple Leaf 
Petroleums heve set un for the auditing and carrying on 
and over-seeing of the senerel policy as We do. 

T am not criticising or discussing this 33¢ to the U. F. aA. 


But you have gone off on the other leg. I am asking your 
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views about the 25¢, between the 34¢ and the 6¢. That 
goes to you while the Imperial Oil Limited have a 
marks ting system of their own, just exactly like you 
have? 

4 They would have to increase their marke ting organization 
and auditing and Darrels and so on to take care of that 
added gallonage so that 23¢ would be probably be taken 
eare of right there. It is either a case of where they 
might pay it to the Maple Leaf or pay it themselves. 

It would have be expended some place. They would have 
tor-Ainerease their’ Tacilitieés and’staff, if, in the first 

place the Ui ts" EA) wented to have it that way. I du not 

know in the first place whether they would be agreeable. 

They probably would have something to say about that. 

Q You mean that the U. F. A. might say they would not 
deal with the Imperial Oil, but they would deal with 
its wholly-owned subsidiary? 

THE CHATRAN : And if SO, Why? 

A Well, probably Mr. Priestley might answer that question. 
I would prefer that they would answer thet. 

Q MR. COMMISSIONER LIPSETT: Just following that up. 


There is another point. You started off with your own 


refinery? 
& We started off with the Maple Leaf refinery. 
q You made a product which became known to the public 
as a Maole Leaf product? 
é THev Le COLrec ts 
Q When you were taken over by the Imperial Oil, the public 


was still left under the impression that it was the same brand 
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they were getting under the same trade name? 

Vell, the refinery kept on. You refer to when the 
refinery was closed. 

Yes? 

ve used our own brand name, like every other firm or 
organization that is selling anything to the public, 

You have a brand name. 

But from then on they got the Imperial 0i1 product. 

It might be better or worse? 

From then on we received products frm the Imperial Qil 
refinery in Calgary. 

Onee they closed down ycur refinery and concentrated on 
manufaeturing all in the one refinery, that presumably 
would mean a saving in cost, would it not? 

I do not believe, Mr. Commissioner, I can answer that 
question, There were certain reasons for closing dow 
the Coutts refinery. They were going to Turner Valley 
crude to get away from Montana crude and just what other 
ideas or what was their objective E would not be in a 
position to say. I am sorry I cannot make any comment 
on that. I do not know. 

At the same time, would not the economical way have been 
to take all your distributing points which were used for 
your own manufacturing into their ordinary marketing 
system instead of keeping on a separate organization? 
Mr. Halverson, I think, answered that by stating that we 
had a certain amount of equipment that they hed vurchased 
and they wanted to try and make thet equipment earn some 


dividends and pay for itself, and therefore they decided 
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to keep the organization in business. “e had a certain 

amount of gallonage we had secured fron the start of the 
company, the Maple Leaf Refining Company, and a certain 

amount of agencies and « certain amount of employees. 

ft think Mr. Helverson covered that in his statement, if 

I remember correctly. 

Q Would thet all equally happen if the Imperial carried 
it out under their own marketing organization instead 
of heving two sevarate organizations? 

A I did not get that question. 

Q When they took you over and had all these stations and 
this capital that they wanted to pay for, could not they 
equally have done it and more esconomically if they had 
taken it within their own marketing organization? 


I presume they had their ovn reasons for leaving this 


Maple Leaf Petroleums as a marketing organization and we 
were glad it was left like thet. I cennot make any comment 
on what the reason was or whether it was more economical 
or nots I cannot say. 

Q There is no reason thet you can give? 

b I would not be in a position to give what I would say 
would be the correct reason. 

Q No, but when you talk about competition, apart from the 
British American Oil Company, what real competition is 
there in this province? 

& Ye have the Gas & Oil Products who are climbing quite 


rapidly. And Mr. Plotkins is opening out I do not know 


how many agencies, but he is opening Ovie There asthe 


Montane situetion thet has to be taken care Otel WO ene. 
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know how many other comnanies may or may not be 
contemplating building refineries. Mr. MacKenzie 

of the Greet est does » large business and no doubt 

he could make arrangements with sore refinery or build 
his own. I presume he has had that thought in mind 

Owing to the fact he is a lorge marketer of petroleum 
products. And you might take all these refineries start~ 
ing up. There might be a duplication of refineries rather 
than a duplicetion of a small «lant. A duplication of 
one million dollars as against a duplication of a couple 
of thousand dollars in making another plant? 

You ene thet 16 something in the nature of a potential 
menace at all events? 

we do knew that the Gas & 011 Products that they are 
building a plent just now to make their ow House Brand 
and their own Ethyl gasoline. That is in the course of 
eonstruction in Turner Valley at the present time, As 
they build up they will naturally look for more gallonage 
and they will be in direct competition with British 
Ameriean and Imverial, and Mr. Plotkins with his Lion 
Refinery. Nd you have skimming plants down in the Valley. 
The Beaker Oils. They have e little plant down here in 
Okotoks. I do not know whether it is working of not, 
They had one in Red Peer. and people are going around 
endeavoring to get money to build more refinerfes like 

in the Province of Saskatchewan where there is about 


fifteen of them down there nev, 


(Go to Page 11,961) 
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little refinories that are making products from crudé 
brought in from the United Stetes end a great many others. 

Q M3J0R LIBSETT: Does not the history of your 
own company show that that competition does not seem to 
be very serious and it can be eliminated by the buying cut 
or freezing out or something? 

ys “Vell, it might be possible, I “ould not want, there are 
some of them still working and many of them still operating 
in the Provinee of Saskatchewan. 

Q What jobber, Ln: practice, in this province do you think 
no could give up handling the Imperial products or British 


4Americen products? 


va What jobber could give it up? 
Q YeSe | 
@ I do not know of any jobber that would want to give it 


up» I cannot answer that for any other jobber, if I got 
your question correctly, I cannot answer for the Great West 
Distributors or the Worth Star. They both have a nice 
Jobbing business which viould be very acceptable to some 
other refinery than the one that they are presently doing 
business with, whatever may be the case. 

Q B11 those jobbers are tied up in some way. similar to 
yourself or somewhat similar; is there any real competition 
then as between getting prices down or getting prices fixed 
so far as jobbers are concerned? 

4 I think Mr. Halverson made the statement that we were a 
wholly-owned subsidiary or the only subsidiary that they 
had any interest in: presuming that the other ones are 


independent and that they could probably make other 
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arrangements elsewhere with other refineries, other than 

the one which they are presently buying from; possibly 

they would if the price basis on which they were buying 

is not fevorable and would not allow them to make a living 

and make a profit on their business. They have built up 

a large gallonage. They hava given service to the public 

at large ss 
Q We had the case a few days ago of a jobbver-who_omed—tha 
“Imperial O11 Company over.g silllion-and e half dollanay,. = 
would you say that a company like that would be free to 


go and géet competitive prices? 


A I cannot.make any-statement, I am not in a postition to 
say -cen 
MR. NOLAN: Mr, Commisssionen. ib.- siness _ 


said that_he could discharga thet indebtedness to that 
company and deal.slsewhere if the situation arose. 
MASOR LIPSETT : I do not think he-quite put 
it thet way. He said he might be able to get samebody— 
61s6 who would give him the money. 
WITNESS: well, I prefer not to make any 
Comment on that. | 

Q MR. FRAWLEY: Mr. Wallace, you seem to be 
relying on the fact that the vther people, the North Ster, 
do get a competitive price and you simply get their prices? 
Yeso 
When you consider that the laid down cost of the Texas 
Company's gasoline at Galgary at the present time is 
126934 cents, with a refinery price of 6% cents, U. S. gallon, 
or 7% cents Imperial gallon, duty of 1 cent, freight of 


32 cents and sales tax of .68 cents, or a total laid in cost 
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at Calgary of Fire Chief gasoline sf 12.93 cents, how 
is it competition by selling it to you at ten cents, 
that is what bothers me? 

How is the competition selling it to the Nurth Star --- 
Or the North Star? 


Besause we have nothing to do with the setting of the 


price. 
MR. BROWNLEE: Repeat your question. 
MRe FRAWLEY: I say if it costs the Ethyl 


Company 12.93 cents to lay in Fire Chief --- 

THE CHATRMAN: The Texas Company you meane 
MR. FRAWLEY: The Texas Company to lay in 
Fire Ghief at 12-93 cents, why does the Imperial sell it 
to you-at- 10 cents? 

Well I cannot answer why the Imperial. 

Or to the North Star beceuse I think we will have to take 
you as following on perhaps, and see what we can make of 
it then, take North Star, Union, MeColl Frontenac, is it 
wholly because they are potential refineries? 

Mr, Frawley, I cannot answer the question why the Imperial 
Oil Company does something. It would not be right for me 
to answer the question. 

Then let us go beck to your company; I would think that, 
even though the North Star might be entitled to a ten cent 
price because they are a potential refinery and I think it 
is a fair assumption on their evidence, that that was the 
cause of the low price to say Mr. Mackenzie, 10 cents or 
11+, because he is the potential refinor, tho North Star 


pays ten cents to the Imperial because they are a potential 
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refiner, but you are not surely, so why is the Impertal 
selling tc this wholly-owned suhsidiary, that, I presume, 
it has no intention of setting up in the refining business 
but even if they were, it would be its own act, why do 
they sell to you at LO cents? 

Again I must plead ignorance of why they do it. I do not 
set the policy as tn what we should pay or what they should 
charge > I am merely a salaried employee carrying on my 
instructions that are sent tn me from time to time but 
really --- 

Wow, I want to discuss one other thing vith you and that is 


in connection with the Ethyl contract --- 


THE CHAIRMAN: Well? 
MR. FRAWLEY: I am sorrye 
THE CHLIRMAN: | Before you leave this while 


you do not have anything to do with the poliey of your 
parent company, as I understand you, yet you have some 
personal knowledge, dsiived from years of experience, in 
the vil business; now is it not, is there not something 
wrong avout there being no standardization of oil products, 
no grading, and what reminded me to ask yuu that question, 
Iomay tell you. is, it was brought out in your examination 
that here you have built up a brand, you are selling a 
product under a brand and you calmly sell something which 
is a different thing, under the same brand, without any 
notification to the world. Now do you think that should 
be allowed to continue, that people can take a brand by 
name and then sell anything they like under it? 
Well that would be true in all commoditios whether it be 
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pread or butter. If we made a brand name, we have a 
brand name that we can sell; if we were able to assure 
the U. F. 4. Gentral Co-operative that the products that 
we supplied them with would be Similar in quality to 

all others ---- 

It would come up to a certain standard? 

Yes. 

Q I am not worrying about the U. Fe &. getting hurt it 
have no doubt that they vould watch their own interests 
in that respect and I have no doubt the Imperial would, 
and that they would come to an arrangonent which would be 

perfectly fair to both sides but I am just talking about 
the principle of the thihg and IT am not asking you now to 
speak as tho mouthpiece of your parent company but here 
you are as an individual, do you think it all right that 
gasolines are sold all over this country and everywhore 
6lse under, without regard to any standards and inspections 
to determine that those standards are lived up to? 

B L would say in answer to your question, Mr. Chairman, that 
anyone who is the manager of an oil company that established 
a brand name would be very jealous of that name and he 
would antes to the best of his ability to always Lnbanee 
a product for resale that was as zo00d as possible as he 
Buea produce it ate Hoe would endeavor to have BpeoLPida4 
tions, to keep constant check on the quality of the produet 
and the minute he got complaints he would go to the refinor 
and say "Now I am selling this out under Maple Leaf,' we 
will uso that as an illustration, ®% and I have had certain 


complaints. I have had your product tested and there is 
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probably somethin wrong with that last tank ear you sold 
M6 o What assurance can you give me thet you will not do 
the same thing again." nd if the refiner is able to: 
assure moe that there might have Seen something weenee 
give me some good reesons for its being off, then the man 
goes back assured that his brand name is going to be 
protected by the selling of an oil product, as it weuld be 
by the operation of selling any other product. "FE am 
going *o give you my products equal to if not better than 
any other products." I would say if a jobber could, 
selling under his owm brand, get that assurance and he 
believes it to be reasonably accurate, then he is going to 
put out for sale a product which is equal to if not better 
than his competitors’ produets and then he is going to see 
that there is nothing wrong with his product and that it 
is an established produ3t. 

Q Let us say he is putting out the very finest product and 
he has sold it under the name of anything you like, Maple 
Leaf if you like, now what is wrong in saying, "411 right, 
the Maple Leaf is entitled to be known as grade Noe l of 
gasoline and every other manufacturer in the market who has 
as good a gasoline is also entitled to have the gevernmont 
stamp of Grade Wo. 1 but those who are not entitled, because 
their product has not reached that degree of excellence 
should be graded as Grade No. 2", what is wrong with that, 
there may be something very wrong and if so I want to know; 
if you cannot come up to the standard of excellence which 
has been set for Grade No. 1, then why should not the world 
know that you are selling a Grade No. 2 product and you 


should not get the Grade No. 1 price? 
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4 Let us assume that a refiner makes what he oelis his No. l 

product, he would make it in competition as nearly as 
possible to other refiners, and then he puts on it a 
certain stamp of octane rating; tf he ethylizes his 
product then he has the Ethyl Corporation watching him to 
see that his proiuct is up to the standard. If it is not 
within the octane rating or the specifications rating of 

the No. 1 products then he cannot call it a Noe 1 product -- 

Q MR. FRAWLEY: I do not think you are folloyv- 
ing the Chairman's question. EL think the Chairman wants 
to have your views on standard? 

A I would say it is necessary to be, a gpod thing to have a 
standard product and all companies keep within a certain 
rating. 

Q THE CH3AIRMSN: That is all I wanted to know, 
that you would fix the rating. 

A A specification. 

Q OH minimum for No. 1, taking the figure "1" as indicating 
the -highest? 

A Yes 
You would have a minimum before you are allowed, a minimum 
of excellence, whether it is determined by octane number 
or what, I mean expert petroleum enginesrs should be able 
to tell us --- 

4 Well they do in fact. 

Q What its a yardstick to take? 

b Well they do it now. They have the S. G. BE. number and 
they give you a maximum range in each Se C. Ho 

Q Quite so, and so you have a yardstick? 
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That experts surely can provide? 
YeSe 
and what is wrong in saying that if you passed the mininun, 
we will say cctane for the purpose of this discussion, to 
use a word, they may have a better yardstick, but you pass 
a minimum of octane numbers say. octane number so and so, 
and you are in Grade No- 1; if you go down so much you 
are in Grade Noe 2 and so on; there is still room for 
competition but having passed that minimum which will 
entitle you to be in Grade No» 1 you could still make a 
better product if you liked? 
There is no maximum, 
Yos? 
I think £t would be a good thing for the ofl industry or. 
any industry to have a minimum set on whatever products 
you are handling. 
So you see nothing wrong in the theory of standardization? 
4 No sir, I see nothing wrong and I beliove it would be a 
good thing to have. 
It should surely be a safety factor? 
Yes, for the public, when the thinks he is purchasing a 
number one prcoduct when virtually he is purchasing a 
number two, you would be doing the public a service if 
that were established, 
Q Yes, that is what I am trying to get from you, what you as 
an experienced man think ? 
A I think you have a very important point there to standardize 
a product. They do it in lubricating oils and the Society 


of Automotive Engineers put out what they call a rating whieh 
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fs called S. CG. He 10, it may be a minimum but every 
company may go to the maximum. Lt is really what is 
known as a number one projuct because it reaches that 
rating « 

Q THE CHAIRMAN: je may have to keep these 
witnesses, Mr. Frawley. but I think this is not unimportant 
and they will just heave to wait if they have to wait. 

MRe FRAWLEY: Quite soe re you finished, 
Mr, Chairman? 
THE CHAIRMAN: Yeso 

Q MR. PRAWLEY: I want to talk to you about 
your Bthyl gesoline, the contracts are part of Exhibit 
"502" and it is the only one that Mr. Kaley of the Bthyl 
Gorporation produced, which is a contract with the Maple 
Leaf Petroleum Limited for the sale of Ethyl Maple Leaf 
gasoline. Now you have some jobbers. one anyway, the 
Gas & Oil Products Limited? 

Creo 

And you have already filed, I think, the prices at which 
you sell Ethyl Gasoline and "Q@" Gasoline to Ges & O1L 
Products? 

d E have not filelit, Mr. Frawley. but I have it here for 
filing if you wish it. 

MR.« Ds VIDSON: I thought that was filed. 

Q MR. FRAWLEY: In any event. I think it has 
been filed the first day. the contracts wore filed I thought 
but perhaps note 
MR« DAVIDSON: Here is the contract itself. 

Q MR. FRAWLEY: You offer a contract dated the 
3rd of September, 1938, between your company and Gas & Oil 


Products Limited? 
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b> 


Yese 
(CONPRACT PRODUCED aND MARKED 
AS EXHIBIT "519", ) 

MR. FRAWLEY: dre the prices in this contract, 


Mre Wallace? 

Yes. 

I ait not concerned with the pricee I am only concerned with 
quite a different point. What you covenant here is to 
sais them with what you call Ethyl gasoline at 6% cents 
per gallon under Imperial tank wagon at Calgary or, what 

is it, for Imperial's corresponding brand, is that right? 
Yes. 

And "Q" gasoline at 55 cents under tank wagon posted by 
Imperial for its corresponding brand? 

That is correct. 

4nd you do, in accordance with this contract Exhibit "519", 
supply Ethyl gasoline and "" gasoline to Gas & Oil Products; 
Yes. 

and what is the name of the Ethyl gasoline which is supplied 
to Gas & Oil Products under this contract? 

Renown; that is the name they use for resale, that the 

Gas & Oil Products use for resale. 

Now the Renown -Lrand is the property of Imperial Oil Limited. 
as I understand? 

I believe so, yese 

4nd L presume that they would not permit any person to use 
the name "Renown" or to buy or sell gasoline under the name 
"Renown", would they? 

Not unless they wore willing toe 


and it simplv means, to make it short, Mr. ‘i:allace, that as 
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a wholly-owned subsidiery of Imperial Oil, the arrangement 
between, the contract which is virtually one between 
Imperial Oil Limited and Gas & Oil Products Limited, and 
the Maple Leaf Petroleum Limited has been used as the 
instrument for effecting the sale of Ethyl and "\" gasoline 
to the Gas & Oil Products, is that a fair way to state it? 
ri No; I do not think that is in any way a fair way to state 
it. I contacted the Gas & Oil Products and after gotting 
the permission from the Imperial Oil Company, through 
the contract we have endeevored to sell them. I believe 
at the time I sold them that they were purchasing elsewhere. 
From the Toxas Company? 
From the Texas Company and through my knowledge of Mr. Mayland 
and Mr. Jones and my salesmanship ability I was able to win 
them over to the Maple Leaf and I was given the privilege 
of selling them by the Imperial O%1 Company and I doubt 
very much at that time that the Imperial Oil Company direct 
could have sold them or not, 
Q No, but Mr. Mayland and Mr. Jones knew that every gallon they 
bought from you was coming out of the Imperial Oil Refinery? 
a We did not discuss that phase of it. We do not make it 
a habit of discussing that. 
Q They knew the Maple Leaf was a wholly-owned subsidiary of 
the Imperial Oil? 
A I do not know that they have any knowlcdge about that. 
There is nothing wrong in that ~--- 
THE CH.zIRMAN: I take it Mre Mayland would 
probebly have a shrewd suspicion? 
Q MR. FRAWLEY: Yes, then a suspicion. Now 


you see, I am merely sugzesting to you that because of the 
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fact that you were selling gasoline to Mr. Mayland's 

company, which he resells under Renown gasoline. which is 

the property of Imperial Oil Limited, the name I mean, that 
this is merely that you were, whether wittingly or unwittingly 
simply the instrument by which the Imperial Oil Company made 


this particular jobber's contract. 


A There was some correspondence with the Ethyl Corporation 
and my officials in the Hast as to what name we would use 
and it was finally agreed on that they gave us the use of 
the name "Renown", 

Q By your officials in the E»st you refer to Mr. Halverson, 
who is your vice-president? 

a My vice-president. 

Q Who is the president of your company? 


& Mr. John McNeill. 

Q Who is the vice-president in charge of marketing for the 
imperial, OLL? 
I think so. 
3nd Mr. Halverson ig the Director in charge of Western 


Marketing for Imperial Oil? 


Yes. 
Q 4nd also vice-president of your company? 
h YeSe 
A} And do you not think that this is another instance in which 


the Imperial O11 might just as well be carrying on its own 

jobbing business direct, is there any other reason for it? 
a Providing Mr. Mayland vould have bought from them direct. 
Q Yess Now I think that is worthwhile mentioning only 


beceuss you gave me that ansver, are you aware that 
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Mr. Mayland was, well, refused, I have not the correspondence 
here, it is downstairs at the moment, that Mr. Mayland applied 
to the Imperial Oil Limited for his Hthyl and "Q" gasolines 
and was refused? 

No, I have no knowledge of that. 

If not refused, there was some neglect, there was some delay 
in -connection with selling him. anyway you are now selling 
him? 

We are nov!’ selling hime 

Another thing is that we were talking the other day with 

Mr. Meltabarger with regard to the Texas Company and the 
Artic, did you approach the irtic Company to sell the 

Artic its requirements in "Q" and Ethyl gasoline? 

I cannot recell of discussing it with the artic; the 
possibility that we would like to sell Ethyl and "Q", 

I may have done so in a talk with them but I do not reeall; 
if I did it didn't go very far, it may have been a suggestion. 
I will tell you how fer it went, it went so far that 

Mr. Meltabarger had to give them a very sorious reduetioen in 
the price he was giving them up to that time and he now loses 
money on every gallon he gells to them, with periaps some 
minor exception of one product? 

It might have been my predecessor who discussed it with 

them; FE have no knowledge of it myself, of offering any 
prices and if it would be it would be on file but I have 
actually no knowledge of any prices being offered to the 
Artic other than illuminating kerosene; in fact I reduced 


the spread on that to them. 
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MRe FRAWLEY: ALL wight. 
THE CHAIRMAN: any more questions? Mr. Brownlee. 
do you wish to ask any questions? 
MR. BROYNLEE: Well, I might ask just one or 
two in regard to the supplying of barrels or drums to the 
farmers. AS I understand it, these barrels cost somewhere 
round  ~8.50 a piece? 

A They doc 

Q And in your accounts you set up a depreciation of about 8%? 

b That is true, that is the arrangement that is made, that is 
the scale we work on or the schedule. 

Q and if you take your experience over the past, by the way 


these drums are steel? 


i The majority of them; they generally cost 8.00 in steel. 
CG Jind they have a life of from ten to 12 or fourteen years? 
i From ten to fifteen years, dspendins on the way they are 


used and handled. 

Q and if you teko your cxperience over the past tro or three 
years as a guide, would it be fair to say that the probab- 
ility is that the loss on those drums was less than 10%? 


The actual loss of drums going entirely out of business? 


ts 


Yes- 


O 


A Yes, I would say so, that that is qa fair average. 
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So that as a matter of fact, if you look at that question 
of supplying drums tc the farmer from the standpoint of 
what it actually costs your covpany, the cost is ©om- 
paratively simall from year to year? 

Mat 13 correct. 

And if that cost is spread ovér the total sales---- 

THE CHAIRMaN: ' Ido not understand that. 

The cost is exactly the cost of the drums. You depreciate 
that out of operating costs. 

MR. BROW LEE: Your cepreatation for: lass 

year would be how much. How much did you set aside in 
your company, $2200.007 

about $2200.00. 

So that as far as your company is concerned, the cost 

to you in oroviding drums for farmers or customers has 
been approximately %2£00.00? 

Plus the amount of money put into purchasing new drums, 
Which WLLL bev spread over a period of years,’ overyva 

15 year period. 

What I am trying to get, I want to confirm my own opinion 
as to whether it is right or wrong ~- and I am ask.ng these 
questions on behalf of the U. F. A., Organization - the 
point I am seeking to bring out is that that cost of 

58.50 per drum isreally written off and paid back over a 
péeriou.or some 10 te Lonvearsy the: Ligeron the drum? 
Thatois correch. 

And if you set aside each year approximately 8% on the 
depreciation and replacement of those drums? 

Yes. 


So that in your balance sheet for this year the charge that 
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you have made for supplying drums to farmers is approximately 
$2200.00? 

8% depreciation on value. 

That is the cost of supplying drums to your farmer customers 
this year? 

Yes. 

4nd if we take that cost and spread it over the total sales 
of gasoline in this Province does it not come down to an 
infinitesimally small amount? 

Yes. 

THE CHAIRMAN: The total amount of gasoline 
sold by this company. They are his drums. We have a very 
different story from other companies about drums. They 

say it is an enormous and a burdensome loss. However, 

do not let Me ARVESriuipt yOu. 

MR. BROVWNGEE : | T am simply asking this witness 
Bieweg@ou rome very! Trom tie, standpoint of the ferimer 

and that probably is a different story? 

The cost of the drums would be increased by the rere fact 
of going ,out and trying to find them. There is a east 
on that over and above the actual 8%, lr. Brownlee. 
PHEabAWOUIG be /thewwost, for 6xample, that might be 
incidental to a lot of travelling----- 


Yes any »trave LlLers. 


, 
DByailg VOeround uy the drutis atl the ,endsof ithe yeans 

YOu spay »thosée travellers a regular salary,oer yearn? 

Yes. 

And the only extra cost that would be involved in rounding 
up the drums would be travelling expenses? 


4nd sometimes oartage and things like that. 


Probably a small amount of cartage. In any event, so far as 
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your accounts, which you have submitted to this Commission, 
to consider? 

Yee, ySdr% 

The cast of drums for last year is around $2200,00? 

That is on the financial statement. 

MR. DAVIDSON: Would it help any if Mr. Maclagan, 
who is sworn, would tell us what that is per gallon so far 
as the Maple Leaf is concerned? 

MR. MACLAGAN: Our depreciation cost works out 


to about 6/100 cents per gallon. 


MR. BROWNLEE $s How much? 
MR. MACLAGAN: 6/100 cents per gallon depreciation 
MR. BROWNED: Your depreciation cost on the 


gallonage through drums works out at about 6/100 cents per 


gallon? 
MR. MACLAGAN: Yes. 
MRe BROWNIES: These, drums, << understand, hold 


about 45 gallons? 

Approximately. 

And they are used, thercfore, in what you class as your 
wholesale distribution? 

THateiis correc tr. 

Andiwourdo! sive the farmer a different\iprice, first, 1 
presume, because of the nature of his industry and second, 
because of the amount he buys at certain seasons, you give 
lim ara? ferent price wthian lis) olvenwthe jordinany driver like 
myself, who drives up to a,»retail pump. He gets the 
wholesale prico? 

Yes Jt (sell the fermervat a. standard, price, which would not 


inelude the retail. 
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MR. FRAWLEY: You would sell me or anybody 

a 45 gallon drum of gasoline at the same price that you sell 
the farmer? 

If yau went to the warehouse and wished to purchase a 45 
gallon drum of gasoline, you would pay the market price. 

You would pay me the tank waggon price. 

And as well as the wholesale price would I get a free drum? 
You might get a free drum, or it might be charged up to you. 
if we sell a drum of gasoline we make no discrimination. 

MR. BROWLSE: Am J correct, thay from your 
records the cost of supplying drums works out to about 

G/100 of a cent on the gallonage last year? 

¥es;s 

On the question of free delivery -~- 

THE CHAIRMAN: What rate are you allowing, 


between 10 and 15 years? 


MR. MACLIAGAN: It would be 124 years, 8%. 
MR. BROWNLEE : If you consider the average drum, 


the steel drum, it would probably last longer than 12 
years, rather than shorter? 

MR. MACLAGAN: Providing it is carefully handled. 
MR. BROWNIEE: I am speaking from the 
experience of your company, the average life of a steel 
drum would probably be in excess of 125 years rather than 
not? 

168, 106 would) be over. 

But your rate of depreciation that you have set up, as a 
company, is probably a fair rate of depreciation, having 
regard to, the life of the drum. Now, dealing with the 
question of free delivery to the farmer, lI understand the 


cost of that free delivery is taken care of out of the 
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agent's commission? 

That is correct. 

And, therefore, if we take the station at Leduc, for 
example, as one that has been commonly referred to this 
morning, as rather a typical. station serving a rural 
territory, whatever distribution the agent at Leduc might 
make for this area that is marked out here, his cost 

would be borne by himself? 

It would be. 

His scommission, I take it, his margin, the agent's margin 
at Leduc would be the same as the agent’s margin in the 
City of Edmonton and Calgary? 

That.is correct. 

So that if the agent at Ledue chooses to engage in the 
distribution and take,vcare. of the cost. of distributing his 
products. to the caviers around about Leduc, he is simply 
taking that cost out of the commission,which is exactly the 
same as any agent in bdmonton or Calgary would have who 
does not do any delivering whatsoever? 

‘Well, agents in Hdmonton and Calgary do deliver. 

Yes, there are agents in Calgary and Edmonton who do deliver 
but there.are also .agents,who do not? 

By going to the warehouse a man could pick up his goods. 
There are probably agents in Edmonton and Calgary who do 
not attempt to go into distribution at all. They are 
eontent to serve the customers who come to them with their 
ears from day to day? 

The t.dys, right. 

and yet their commission is exactly the same as the agent 


who takes care of the distribution? 
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That 19 correct. 

Is it not true that in alberta as in any farming community 
in the west, there are two seasons of the year in which 
the burden of, at least the amount sold is high, what we 
call the peak seasons? 

Yes. 

4nd during those seasons the farmer is very busy on his 
land. He has a comparatively short time for putting in 
his crop in the spring or taking it off in the Fall? 

That is correct. 

And having regard to the hazards of weather conditions 
and so on, it is vital to him that he should be on his land 
as much as possible? 

That is correct. 

And the agent, thererore, who decides that it is part of 
his expense of carrying the business, he will get a truck 
and make deliveries to farmers round about and he is doing 
that at his own expense and he is rendering a service to 
Che rearmer? 

A Yory ereet sorvice . lisuppose. 

Is it not true also that the system of free delivery to 
the farmer 1s one.means, of pooling prices, to the farmers 
in a certain district. That is,that the farmer who lives 
over here, for example, in buying gasoline at Leduc, buys 
at practically the same price as the farmer up here on this 
section? 

Le He iSin.ithie Leductarca, Oriprice) range, it wouldinom 
iakevalv dinterence» wheter heris il imibe, ont of, deduce ar 
10 miles out of Leduc. The one 10 miles away would not 
pay any more than the man 1 mile away. 


Ledue is designated as an agency srea? 
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Yes. 


4nd it is trying to meet that problem which many other 


manufacturers of commodities have beén tryiag to meet, 


namely, pooling prices so that the price in a certain area 


is the same for every person? 

yes. 

That is one of the things which the free delivery system 
does? 

Yes. 

Now, dealing with your agent at Ledrc, I suppose that like 
agents in ovher places imjalvertea, he is enzased in othe: 
business? 

He vis. 

He may operate a sarage? 

A garage and car agency. 

A garage and car agency, so that his gasoline business is 

a sine) line? 

That is correct. 

Prom your knowledge of the business of the U. F. Al,jis it 
not true that they have deliberately gone into other agencies 
Tor wune purpose OLisupplementing the revenue whichethe 
agent gets at certain places? 

Nes, they have. 

Such as insurance agencies and so forth? 

and twine and so on. 

If by doing away with the jobbers in Leduc and cutting down 
retail plants, you do away with the Maple Leaf and the North 
Star and the Great West Distributors, it would be truo 
that, probably true that this gallonage would have to be 


redistributed among the few that arc left. That would 
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probably be the result unless somebody else started uw? 
Correct. 

And would the net result of that to the man himsol¢ bo this, 
that whereas he was now carrying on a business as an agent 
there as a side line, that the volume, if the expectation 
of increase resulted, would be such that he weuld have to 
put one man almost exclusively on handling that product? 

If the remaining agents, is that your question? 

esis, 

If the remaining agents left---- 

tet us take as our premise the fact that in Leduc we are 
going to do away with the Maple Leaf Petroleums Limited, 

and we are going to do away with the North Star and the 
Great West? 

Leaving three other oil companies? 

Yes, and thet the present volume is going to be redistributed 
among the three that remain? 

They would have to augment their sales forae. 

They would have to augment their sales force and would 
there be any other expense? 

Besides augmenting their equipment. 

It can be safely argued that by having to do that and ts 
pay additional salaries their cost factor might be higher 
thanit Lsiat the present’ time where they are handling 
that eommodity as a side line? 

I do not think it would be any lower. But I Go not know 
whether it would be any higher. But it would have a 
tendency ---- 

It gan be argued, if we take this picture that is put here 


as an example, if we take that picture that we have at the 
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present time, of six companies operating there and over- 
lapping, and you change it so that you have a picture of 
three handling the same volume, it might be that the 


additional cost factor would be higher than it is at the 


present time because at the moment it is being handled as a 


side line? 

Yes, it is being handled as a side line by most agents in 
Ledue that I know of. 

and in any event any saving that might result from any 
redistribution there would probably be very low? 

It would be very low, if any. 

Again going to the question of these deliveries to farmers, 
the experience of your company at least would indicate 
that the amount that adds by way of cost is very very low? 
that is correct. 

On the gallon of gasoline? 

eS 3 

MR. FRAWLEY: The pool price that Mr. Brownlee 
was referring to would remain tho same whether a fe mer 
came in and took delivery or delivery was made to his farm? 
ly have reesived, certain, information, of certain farmers 
coming in and talking the agent into selling at 1 cent a 
gallon, whieh Wiss notvtheifacts.. Wo,do not, belLicve, in that. 
#“ dacler gets his 2 cents cammission and if he can through 
his ability sell a farmer into coming in he still gets 

his 2) cemtsiovelf hei\has to go-out it costs him 

something. I believe certain agents in a certain restricted 
area have done that. It would be the same pooled price, 
known as the tank waggon price. 

The reason you give the agent 2 cents on country deliveries 


as against only 1 cent when he takes it to a service station 
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or garage in his town, the dealer, the retail dealer, the 
rdason you give him that extra 1 cent.for his country 
deliveries is because he has to operate a truck and actually 
and physically makco a more expensive delivery? 

Tr believe that verso. 

THE CHAIRMAN: It is specifically arranged 
with the agent. You say it comes out of his commissiun. 
The industry is bearing a cent more in order to do tht? 
I do not think we have ever made any definite suggestion 
to an agent thet be must purchase a truck. The U. F. A. 
would make that. It is common knowledge he is going to 
acquire a truck for conducting his oil agency. 

MR. FRAWLEY: But you do more than that. 
Don't you, like any other major company, help him in the 
financing of the purchasing of a truck? 

LEV Lt Ts" tnouent rr ieht!) tio’ do it. We will “Look” over “Rhe 
situation and SHO HAUL y in time give our answer similar to 
any other company. 

Yes. Now, look, I am putting it to you that you give the 
agent that 2 cents because he has to actually spend more 
money to make delivery. It costs him more than when ho 
makes dclivery to a garage around the corner from his 

bulk station, of course? 

Whether it is the Maple Leaf or anyone else you have to 
give the same service and if it costs more the 2 cents is 
given to him and he is able then to make his deliveries, 
We won't quarrel about it Vecause it is quite plain from 
the other companies but I put it to you like we put it to 
the other companies, don't you think farmers would be 
willing to come in and pick up their own deliveries if 


they were going to get something better in the price? 
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There is certain times of the year, Mr. Frawley, when I 

am still convinoed it does not pay the farmer to come 

in for his progucts. There are seasons of the year, as 

Mr. Brownlee pointed out, and that is a good point, there 
are certain seasons of the year when the farmer would be 
Willing to pay the agent 1 cent a gallon more, over and 
above his price, instead of taking 1 cent off, if the 

agent would make the delivery rather than the farmer going 
for it. There are still many farmers who would pay the 

1 cent to get delivery. 

We will have the farmers speaking for themselves. Now, 
if anything goes wrong with his tractor in the Fall he 

still has to go into town as well as he can and get the 
missing part? 

That is very often sent cut to him. A machine man might 
min it out to thin for nothing. 

For nothing? 

MR. BROWNLER: sure. 

The farmer does not always come into town. 

MR. FRAWLEY: You say the implement companies 
make free delivery of repair parts? 

I did not say the machinery companies, but an implement 
agent might receive a call from John Jones, who says he 
has burred out a part and would he send it out, if possible, 
probably by a neighbour. The machine man will say "I wilt 
run it right out to you”, to help him out in his trouble. 
He will run it right out, and he won't make a charge for it. 
There is a difference between the petroleum products 
business and tue farming implement business. If I am wrons 
I want to be informed. I am told machine companies do 


not supply free delivery of parts whereas oil companies do 
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They may not supply free delivery of parts but their agent 
might make sudh deliveries as he sees fit. He may give 
Such service as he may see fit. That is included in the 
commission that is allowed. 

There may be all sorts of small peculiar situations existing. 
Put ini) the petroleum industry it 1s a aqefinite and fixed 
policy that you give him that extra cent because he has 

to bear such costs himself. 

MR. BROWNLEE: Is not the cent adde@ to the 
price at that voint so that the farmer really pays iv7 

It is the tank waggon price and we do not add anything. 

MR. FRAWLEY: _ ‘The farmer pays the posted tank 
waggon price? 

He pays the posted tank waggon price. That ineludes his 
commission arrangement. 

What Mr. Brownlee means is the man at the pump, the retailer 
operating a service station or a garage, does not pay 

very often the posted tank waggon price? 

He gets his allowance of 1 cent a gallon. 

If he is an undivided dealer he gets 1 cent allowance? 

Leo. 

So the price he pays is the posted tank waggon less 1 sent? 
Correct. 

And the farmer and all other consumers pay the posted tank 
waggon? 

Yes. 

And in that way it may po said that the farmer is paying 
I cent more because it is delivered to him? 

MR. BROWNIGE: and that the cost does not fall 


back on the industry? 
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Yes. 

MR. FRAWLEY: Well, if farmers came in and 
got their gasoline supplies at their own expense it would 
be fair to say there should be something off the price to 
them, off the posted tank waggon price to them, surely. 

#s§ a matter of fact, it is going on every day, every place 
in Alberta, as you say, whether your eyes are opened to it 
or shut, the agents are doing that,aren't they? 

foelieve they are. Mr. Prawley, yes. 

And why not extend it. I just offer. that for your considera- 
tion. Why not make it a policy? 

TH: CHATRMAN: i ahink, Mey Browilee, if sou 
are undertaking to answer, and I hope you will, that you 
should familiarize yourself with the evidence of the major 
Gompanies, the officers of the major companies who spoke 
upon this subject and not just answer what you hear to-day. 
Beoause Mr. Wallace hss not, of eoursc, had to concern 
himself with this angle to the extent that such men as 

Mr. dlalverson and lir. Miller and these others have. 

I mean if you will make answer, and I know you want to 
make full anower, so it might be worth your while to look 
at what they have said about this subject. Mr. Frawley 
can no doubt help you find out wiere it is. 

MR. BROUN THES: Still tmhe Tact remains,’’so far 
as this. company is concerned, it makes a definite charge 
for drums and it docs not depend unon the evidence of 
other comoanies. 

THs CH.aIRMAN: It does not make any more charge 


to the farmer than anybody else It charges in the books--- 
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MR. BROWNLEE: So far as the cost of the drums---- 
THE CHATR?'AN: For the purpose of “aking a 
record. But the trouble is that these drums are lost and 
destroyed and used as stoves and everything else and it 

is an enormous expense in, not only that the life nf the 
drum is 124 years but the new drums they have to huy to 
keep the thing going. and everybody's gasoline is put in it. 
But if you will make answer---- 

MR. BROVNLEE: Not that I want to take the tame 
just now, but the fact remains that I asked this witness 
from the experience of this company and the fact remains 
that it ran, on the business they did, to less than 10%. 
That “is not’ large. “It may be that. they have a more: earorul 
check than the others. But I will be glad to look into 
what the others say. 

THE CHAIRMAN: If you limit your inquiry and 
your answer to this company you won't help us very much. 
Well, it would help us to the extent that this company 

is concerned. But wrt I hoped was that your clients 

being interested in farming generally, would talk on the 

subject in a broad way and say "How does this touch this 
ridiwsery.  ls.itoroper that vit should com inue’ or is 

it reprehensible?" 

MR. BROWNIE: I appreciate the suggestion 

and we will, perhaps, consider that betwaen now and 
tomorrow. In the meantime I was anxious to know whatthe 
what the experience of this company was. 

THs CHAaATRMal ; Quite go. 

MR. DaVIDSON: Your Lordship and I'r. Oommissioner, 
we had plenty of warning that we would be asked one other 


question and our answers are written down. That is the 
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answers to Dr. Frey's questions in regard to marketing. 
MR. FRAWLEY: , I intended to take that up 
the first thing in the morning with ''r. Wallace. But you 
would like to go? 
MR. DAVIDSON: Yes. 
WR. FRAWIBY: I do not want to keep you 
unduly. “Thissvurports to be all of the question. 
THE CHAIRMAN: are you all through with the 
witness Wallace? 
MR. FRAWLAY: ixeept for the questions which 
were suggested by Dr. Frey, and I intended to discuss those 
with him. I would not like to say that something would not 
come out of that discussion that Mr. Davidson might like 
to hear. 
THE CHAIRMAN: I do not think you can take this 
unless Mr. Davidson might be interested in hearing what 
you have to ask. Supposing Mr. VYottle wants something 
more, Mr. Davidson. Supposing he says it is incomplete 

or what is your explanation of this or that. You: will 
have to make up your mind as to whether ydau want to be here 
TOME AT At L. 
MR. DAVIDSON: I had) better decide to be here. 
THE CHAIRMAN: I do not. think we can dispose 


of it so summarily. 


(At this stage the Hearing was adjourned until 9:00 a. M. 


25th July, 1939.) 
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DQ 


WILLIAM FRSNTIS ULLLACE, having 


ee ae ee 


been recalled, examined by Mr. Frawley, seid: 


Mr. Wallace, will you prepare and file a statement showing 
informetion with respect to the number of office buildings 
ana the number of bulk stations and generally conforming 
to Similar statements fileec by the Imperial Oil in 

Bapeoit "314"? 

IE would be glad to. 

You are roezlly prepared to file that now, are you not? 
Yese 

You have the information all prepared? 

I have the information prepared. 

But I would like it separate and have it filed as a separate 


Exhibit, and that can be done at any time. 


THE CHslLEMAN: ‘Yeu Will undertake that? 
MR. DAVIDSON: YeSe 
MR. FRAWLEY: No does your company assist 


an agent, commission agent, either the U. BF. &- Association 
or the individual operating in the station in the purchase 
of trucks to carry on the business of your company? 

Vi@ dOe 

And what is the nature of the assistance you give? 

Vell, we assure ourselves in the first place that he 
requires a truck for the carrying on of our business and 
presuming that he does, we Look into his financial standing 
and loan him up to 50 or 60% of the purchase price of the 
truck and take a lien on the truck to pyotect ourselves, 


as security. 
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What rate of interest do you charge? 

None. 

And over what period do you spread the repayment? 

18 months or 24 months. 

You feel, ynu do that because other companies do it 

or because you think that is a legitimate kind of 
assistance to render? 

We do it because we find it is necessary for tho conduct 

of our business to put our agent in the same position as 
othor agents. 

Yes, now ---- 

THE CHAIRMAN: Of course what use is the truek 
put to, that is necessary for your business? 

The delivory of gasoline and probably in some cases hauling 
the gasoline and Llubricgting oil from the Calgary refinery 
to the dostination in the town. It may be a Small truck 
or it may be a large transport truck, whatever tho ease may 
be3 they augment their living or sarning powors by 
trucking the products used at the station, truoking the 
products from Calgary in many casose \ 
MR. FRAWLEY: &4nd you feel it is as much 
your business, rather than his, I mean as much primarily 
his business to deliver, to make these deliveries to the 
farmer customer and to the retailer, there are tivo kinds 
of deliveries are there not? 

Yos, there are two kinds of deliveries, the one tn tho 
garag6 man, the local dealer and the other to tho farmer. 
Lat us take each of them separately, the deliveriss he 


makes to the local garago man oither in his own village 
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or in the next village, he yets a commission of 1 cent? 

It cent a gallon commission. 

And he bears whatever expense is involved in that operation 
in that 1 cent? 

He aces. 

And then the deliveries to the farmers, which might be 

how far from his supply point? 

Probably out to ten miles. 

For that he gets 4 cents a gallon commission? 

He does. 

gnd he stands the upkeep of the truck and the payment of 

the man's wages who operates it and whatever it is? 

Yes. 

and you say you regard that sufficiently your business, 

the maintenance of that truck, that you finance the dealor--- 
Not the maintenance of the truck, the purchase of the truck. 
We help him originally purehase the truck. The maintenanee 
comes out of his business. We help him tc purchase the 
truck if it is necessary to help him in carrying on his 
business. 

THE CHAIRMAN: Does the statement show how 
much is invested by this Company in trucks? 

MR. DaVIDSON: My recollection is that it is 
in that breakdown, one of the breakdowns. 

MRe FRAWLEY: Probably if Mr. Maclagan, it 
would only take a second, you might make reference to the 
Exhibit number and page. 

MR. MACLiGa N: We have done very little of 
financing of trucks oursolvés. The Ue Fe ae have done 


most of that. It is to their agents. We have financed 


ie Rea el ae at. ac 
; a beg, : a dips ra + r aie at in =| 
hl i. mes ere ae ae 
ates 10 nately Bees oak to a 
2 ro . in 6 F uy : . _ ' 
co es 
ee ‘yo 
fe r 


oes “a eo mF Soperetee = e. Faerie oe r. | } ; 
eae te ‘ = ite : 4 is, Ag in } ee tines £: ta 7 git 7 


Fe 


. ean MUP ne a ee 
he bao. Wh bx vee 
E: L FP? se va ¥ + , ss 4 . 8} “i 
| ; : ae 16. x te 


3 7 . J Phe ae giveth 


. . oie : ts ; Ae ade - . ae a tec ht ah? é: els fin i2bad 


Sie 
. 
» 


raene- yt wo et ‘ast wna 


- a ee ‘ (ae Vicar 


ttt ane€ oh tee used on 


an ye ety a t eal Ue ws Sy 
7 ‘ } ; y) 


ce fh hee 7 
aj: Me bd * : =A 4) 
he ba eae we Hh : M 7 na ae eo 
rite: . y eine y= yes ve . rl - ; 


‘ sao é a oe 
x ; yn 


a 2p 


RE eee al : oe8et ae 


a ie 


z eee & 7-4 . A 3 jut) Legh te fc “a ahd Me 
a ae sy Uoihalygd ee Teer Aeegee MO Ree ae Rthe | 
Saal a a. mnt oti Ad a | 
ia SEY COM RE ee Y . 
of ‘ x, ue aoa aeaen SR Ad eo ne ees ate tk i s 
Bah ee "ae / > inet Weaeht Bie wes i a wif * om 
ge coe abet hE oa mAae 618 Ve . 
re oe REL a he hie axe 4 ee 
eooewh Ae 24 eee ss 
: ; rie ie RAD, oF ; oe Pal j re 
es " pea lout Peele eis rot be 20m = 
BSS A102 } é Paty Sas! aie Ch i Bie My eae 
fot : Sr i ie iy 
Ret . ‘o. (iat cot oo apeeieaen rial ft %. 
ah fea : , a 
ay : ne oe 
, 


Ving z > m y . i A + ; ‘. 
Monee Oe CRS aaRee 


Omi. 
4 


~ 11,993 - 


We Fe Wallace 


on & DP & DB & DH & 


the odd agent and they aro all mixed in with the other 
accounts and it is hard to pick them out. 

MR. FRAWLEY; Let me ask you this, Mr. Cottle 
qould by looking at your Exhibit "512" Page 8, he could 
advise the Commission as to how much money you people have 
tied up in outstanding loans payable by your agents? 

MR. MiiCL..G.. NW: IL could pick them out and give 
yor a statement. 

MR. FRAWLEY: File a short supplementary 


statement of it? 


MRe Ma CL.iG. N: YeSoe 
MR. FRAWLBY: Will you do that, Mr. Maclagane 
MR . MaCts GaN: Yeso 


(MR. FRAWLEY TO MR. WaLL.ch: Nuw, your company also sells 
gasoline to consumers at wholesale prices? 

You mean the commercial consumer? 

Phe commercial eonsumer account. 

We do. 

Do you, shall I say. canvas for that business? 

We have no salesmen. 

You have no salesmon at all* 

Noe 

And your retail, no, that is not retail, that is wholesale, 
in this arrangement betweon yourself and the U. PF. J., is 
there as much commercial consumer account as there is in 
another company cf about your size? 

We have a few commercial accounts. I have a list of them 
here. 

Yes, well perhaps you might file it if you have a list, so 


that the Commission will have an idea of what cnmmercial 
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accounts you havo, oh, they aro very short? 

Very, very short. 

Porhaps they could just be read intc the record without 
making it an Exhibit. This is a list of the commoreial 


consumer accounts of the Maple Leaf Petroleums Limited, 


Starrs imbulance ~ Calgary 
Dench Limited = (Ca leary. 
Halls Feed & Transfer “i )0a Leary 
armitage-McBain Ltd. - Edmonton 
rovin Goal Coe - Edmonton 
Horrick Bros. Dairy Farm - Kdmonton 
Radiant Coal & ood Ltd. - HKdmonton 
Motor Truek ixpress Truckers - Edmonton 
Old Timers Truck Service - Edmonton 


Now, those people buy from you at what is called the 

100% tank wagon? 

100% dealer's allowance. 

Now, that is the thing about that kind of business which 
has always troubled me a little bit, Mr. \iallace, why 
should these people if you are selling to them at wholesale 
prices, why should you not sell at least at posted tank 
wagon, why sell them at 1 cent off posted tank wagon? 

Well, we had to fojlow competition; this thing has been 
going on for a long time and the method of giving the large 
consumer, the commercial consumer, the benefit of the 1 cent 
a gallon discount and naturally we have had to follow in:the 
line of competition, where it is necessary. 

You speak about the large consumor account, but the small, 
the very small commercial consumer account gets the same 


aiscount? 
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In most cases he gots the samé. 

1 cent off posted tank wagon? 

Yes o 

That is you put him in tho same elass as you put your 
retailer dealer in the business, who is in the business 

to make a living? 

Yes, that is correct. 

Do you ses anything wrong about that? 

6 be frank, no, I cannot say that I do. It has been tre 
practice for sucha long time that it has possibly just 
been carried on now and become a regular practice. 

Well something else now, do you finanee the purchase of 
this equipment because these consumer accounts, these 
commercial consumer accounts, must have equipment, a tank 
and a pump? 

I believe wo have a fer places where wo have sold these 
consumers, the commercial consumers, equipment: on a loan 
agreement and a pump loan agreement. 

When you say "loan"? 

a pump, a sales agreement rathor. 

Are you very zealous in making collection of those accounts 
or are you very careless? 

Ne, we try and we do make quito a success of collecting thsse 
monthly payments. 

#n@d do you sezl at roasonable prices or at give-away prices? 
Well, no, we do not give them away- We sell them at a 
reasonable price. We sell them at the price they should 
be sold at. 


Do you think that the commercial consumer account has a 
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proper place in the marketing of petroleum products in 

this province? 

I believe the lavge consumsr should have some consideration; 
he purchases a large quantity of products. 


Ef I were operating two passengor cars, thore is no question 


about what I would have to do, LI would nave to go to the 


service station and pay service station pricos, like 
hundreds of ordinary drivors of cars are doing; many 
yeople of the better class have two or three cars, havo 
they not? 

L presume so. 

But if you are now, if you are commercial at all, if you 
are a wholesale grocer with two trucks, then he ean go to 
your company and buy a pump and tank on time and get 
gasoline at 1 cent off posted tank prices? 

TOs. 

wow, I just simply put it to you, why should not the wholesal 
grocer with two trucks go to the service station like any- 
body else with two units? 

Well, Mr. Frawley, I did not originate the idea of putting 
these pecple on the consumer, J}Peue basis, and it has 
been a prectice which has be6éen carried on and I do not 
think I have any comment I would like to make, any comments 
on the situation at all. 

You followed the thing but let me put this to ycu, you 

dc see some unfairness to the service station operator 

who perhaps had a wholesale grocer's account last week 

and then he went on a commercial consumer basis with 

you and continued to call at the service station for his 


Water and his air and his battery Service and so on? 
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Lf I do not know that we have any to speak of. I think 
Dench have their own equipment and do not bother anybody 
to give them any service. 

Q Yes. There are some protty small ones though, the Crown 
Goal Company in Edmonton would need some? 

Pa That is rether a largo account. They have their own 
garage there and I presume they still have some place 
where they go for their own repair worke 

Q Starrs ambulance in Calgary, they would not have any 
air compressors? 

4 I think it is right next door to Deneh who has an air 
compressor and he might use his, I do not know, I never 
checked them up really. 

Q Well now the next guestion has to do with the matter of 
stecol barrels and you discussed that pretty theroughly 
yesterday and I suppose you have nothing further to say 


about that? 


A Noe 

Q | What is your company's estimate por gallon of tank truck 
haulage? 

sh 10% under the regular tank car rate. 

Q In other words you pay, you ascertain what the freight, 


what the tank car freight rato is and you pay 10% 


under that? 


A To any given point. 

Q Ts any point where it is hauled? 

8 YeSo 

Q THE CHAIRMAN: I do not understand that, you 


pay that to whom? 
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4 To the truckers, the transport truckers. 
Q MRe FRAWLEY: To the truckers Wow you have 


no salaried truckers, you have, have you, do you own any 
truck equipment? 
One trucks 


Which is operated by your own employee on a salary basis? 


> DP tb 


On the same basis, that is we charges it, we work our books 
on the same basis, we charge that at 10% less the freight 
ratea 

Q Then you employ custom trueking and you pay at 10% under 
the freight rate? 


& Yess 
By the way, have you studied the new charges agrecd to be 
made or about to be made? 

b I have, yese 

Q Between the Imperial and the railways? 

A I haves 

Q How will that compare with the present rates? 

L Im the points adjacent to Calgary much more, like Orossfield 
and uy as far as 100 miles or 150 miles, it is much more than 
10% under. 

Q You mean it is moro than 10% ~~~ 

a Under the regular prises. 

Q It is cheaper? 

§ It is cheapers 

Q It is cheaper than 10%? 

& It is cheaper than these tank car rates. 

Q So 1t will certainly affect that portion of the trucking 


business and even beyond that? 
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£ It goes up to 270 miles from Calgary and then it revorts 
back to the present day rates. 
Q Then take a point 270 miles from Calgary, you coulad ship 


cheaper in that tank cur quantity of courss by, under these 

new agreed charges, than by your truckers? 

I am afraid we will have to make some rearrangment of 

our trucking business because we have points, many points 

that are not on the railway and therefure, that excludes 

us delivering in tank car at tank car ratos,. 

Q Yes; you"also Tind it profitable to deliver in smallex 
lots than tank cars? 

£ Well inasmich as we have smaller storage placas and it 
would be more profitable to purchase smaller quantitiss 
rather than carry over a large quantity during an off 
season such as just now when there is not much moving. 

Q By the way, speaking of these jobber prices which you 
get, they are all tank car quotations, are they not? 

ry The 6 cents under the tank car and 5 cents and 7 cents. 

Q Under the tank wagon? 
Under tho tank wagon but this new rato, I do not know that 


it has any particular rate under. 


Q No, it is an F.0.B. refinery price? 

& F.O.B. refinery prices 

Q But it is intended to be a tank car quantity purchase? 
L Wo, we can purchase in truck lots. 

Q That is just what I wanted to know, it does not mattor 


to the refinery whether you purchased in a small two 
or threo hundred gallon truck, lct us say, or ina six 


or soven thousand gallon tank car lot? 
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VielL, they assume we are going to purchaso in probably 
1200 or 1500 gallon lots in our transport trucks. 

But knowing that they have all of your business; up to 

a good many hundreds of thousands of gallons each year; 
I take it, it does not matter to them how much you take 
each time you go there? 

Not in particulare They have never made any complaint, 
Wow does your company engage in the practice of renting 
premises for outlots, now I do not know whether that, 

in your particular case, with the U. F. 4. connection, 
whether thet affects you the same but I would like to 
know what your position is with respoct to third-party 
leases or premisé6és, whether wholesale or retail or 

both, combination? 

Well, the company has 15 third-party Leases, as shown 
on the answer to auestion 1. 

Now as shown on the statement you are about to file? 
Yes, that we are about to file. It shows 15 here, 

Mr. Frawleys 

Yoso 

The rents paid and the ronts received and also shown on 
the same Schedule --- 

Yea? 

Ths number of company leases and the rents paid are also 
shown on the said statement. The advantage to the 
sompany of Third-party and Cross Leases is that 
frequently the lessee starts out with vory little oapitel 
and perhaps his sguipment is not in good condition. He 
needs askistanco; We have, in the past, b6en propared 


to lend assistance to the right party, but in order that 
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we wceuld not be assisting a man to establish himself 
in business and build ep gallonage in order that he 
might turn this over to some other supplier, we, more 
or less, controi the situation by a Fhird-party or 
Cross Lease. ut tne same time we put ourselves in a 
pesition to put in another operator if the station is 
hot being properly operated. The advantage to the 
Dealer is that he gets the assistance he requires. The 
advantage to the Company is not entirely to keep out 
competition but rather to give the Company the 
protection it requires and is entitled to and to 
roasonably assure oursélives that they will rotain the 
gallonage that it helps to build up. The Company 
has discontinued this practice exvept in very 
exceptional cases, 

Q When you say " the Company has discontinued thie practice", 


Whas do you mean? 


a Of entering into Third-party leases or leasing at all 
except in very excsptional cases. 

Q Now, what about Cross leases, vners you approach a dealer 
and he owns the premises and you rent the memises and 
then rent it beck to him? 
THE CH. LTEMSW: What is the Third-party lease 
first? 
MR. FPRUWLEY: That is where I may own and 
Mr. Wallace approaches me and rents it and then rents it 
to a dealer and I am not in tne oil businees at all. 
THD CHATRMAN: Yeso 

Q MR. FRAWLEY: Havo you any of what I call 


"Cross leases"? 
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3 I think they are all in that ono statement, Mr. Frawley, 
the Third-party or Cross loases. 

Q New would you file, I am showing you a statoment, that 
I understand you desire to file? 

& It is a breakdown of the expenses in connection with the 
leases, the service stations.e. 

Q MR. FRSWLEY: Mr. Wallace files a document 
entitled "Maple Leaf Petroleum Limited, Calgary, Alberta 
Leeses at Service Stations" 


(DOCUMENT PRODUCED HERE 
MARKED S EXHIBIT "520", ) 


Q MR. FRAWLEY: Mr. Wallace, to what extent 
dees the Company finance dealers who dv not rent company- 
owned stations? 

é That is the individual man who owns his own gara,o and 
requires assistance from us? 

Q Far renovation or painting or anything of that surt? 

A Well, if we have a request from a party of that nature 
why we take it into consideration, tho necessity first 
enwenovdtins his promises; then his financial statement 
ts gone over and if it is deemed advisable to assist him 
we will assist him, providing we can take tho proper 
seourities on the loaning of the monoy, which we made, - 
or loaned to him; we take a lease on the premises or 
such other security as we deom nocessary. 

Q It is just another way of making certain of some gallonage 
and more gallonage and better marketing facilities as 
far as you are concerned? 

Lb Well, it may be better marketing facilitiss, reasonable. 
well we think it probably wtll inereaso the gallonage by 
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Ff. Walkace 


the renovating of his service station and giving him 

a better place for the motorist to drive ins; that would 
be the original idea of renovating his place. 

{Lf you didn’t do it + suppose you know enough about the 
conditions in the oil industry tc know that one of the 
other companies would do it? 

They might unless our connection was established. 

MRe DAVIDSON: Do you charge interest on 
any of that? 

5%. 

How much have yuu outstanding under that heading at 

the present time, or if you can simply refer to some 
place where it is already in as an -Exhibit? 

MR. MACLIAGAN: I believe we have only one 
so far as I remember and that is Leduc. 

MR. FRAWLEY: You might just make a brief 
statement on that advice, Mr. Maclagan. 

MRe MaCLJG.ON: The balance owing, here it 
is, on statement 11, C. R. Raynar, Leduc, 155.00. 

MRe D.iVIDSON: Thon the extent of your 
loans for that purpose at the present time is 6155.00 
to Mr. Reynar at Leduc, is that right? 

Poet te right. 

MR. FRAWLEY: Has your Company any plan 
for annuities or insurance or sick benefits for your 
employees? 

Yes. 

énd what have you to say about that? 


It is a similar one to the Imperial O11 Company. 
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Q No you participate in the Imperial Oil plan or have you 
a separate one of your own? 

No, w6 participate in the Imperial Oil plan. 

Now do you have any service station supervisors? 


No, sire 


2 &’ Dp & 


Now then, what would be the idea of your company in 
the matter of absorbing all rents and taxes of the 
service station operator, that is to say making the 
company, your compnny, nothing but a landlord? 

4 The Company would be very much opposed to fixing the 
dealer's rates or anything. We endeavor to get as 
much back from the rent as it is possible to do, from 
the leases we rent, we endeavor to get as much out of 
that service station as it is possible for us to do 
SO} sometimes wo do get all of the rent but we 
endeavor to get-the biggest portion of it. 

Q Why do you not set out to got the exact amount, if 
you were renting me a house --—«- 

b We doe 

Q You would s66 that I patd you at least your taxes 
and insurance charges? 

L We do endeavor to get the amount in the first place. 

Q You do endeavor now, to get back by way of ront first 

of all, whatever rent you have to pay out, if you are 

in turn renting it? 

Yes, we endeuvor to get that back again. 

You endeavor to get it back? 


ind in many cases we doe 


& & D b&b 


Do you seriously try to get it all back? 
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We scriously try, Mr. Frawley, to get it all back 

if It is humanity possible at ail. 

und if you do not you charge it up as a marketing 
exponse? 

We wowld have to charges it up as @ marketing expense 
if we didn't get it .all zack. 

From the point of visw, you regard that as a legitimate 
item of marketing expense, I mesn from your point of 
view, the difference between the amcunt you have to 
pay and the amount you receive, as rent? 

If it is necessary to lose the rent, a portion of the 
rent. we would have to do it but we endeavor to keep 
cur rent in line with the rent that we think tho man 
might be able tu pay us» We do not endeavor to pay 

a higher rent out to one party and just a low rent 

to the party that may lease that, thereby taking a 
loss on thal. 

THE CHAlaMN: What is the fact now, have 
you sueceeded? 

Up to the pregent day we are in a much bettor position 
than we were 6 months ago, Mr. Chairman; we turned 
over quite a few of the loases, turned them back where 
they were not profitable to us and made new arrangements 
with new tenants so that we substantially reduced that 


loss which we had last year, for the year 19459; some 


short leases were carried on that were made before I 


assumed the Branch and I had to continue under the 
leases that we had drawn up. 


MR. FRAWLEY: It fs shown, Mr. Chairman, 
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Wallace 


on Bxhibit "520" just filed that the Company's loss 
was »4,051.32 under that heading, that is the figure 
at the bottom of tho page; in other words, or 1.18 


cents per gallon on your 1938 gallonage. 


MR. MiCLiG.N: No, on the sales at the 
stations: 

THS CHAIRMSN: On the sales at the stations? 
MR. MACLiGW: YOSe 

MR. FRAWLEY: In other words, you lost on 


the sales going through these stations 1.18 cents por 
gallon by virtue of not gotting in revenue as much as 
you paid out in rents? 


MR « W3LLACEs That is correct. 


( Go to Page 12,007 } 
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Wi PP. Wallace, 
MR. COMMISSIONER LIPSETT: In the one case I notice, in 
the case of the Log Cabin station, you make a loss to the 
extent of 5.90 cents, Mr. Yallace? 
That is correct, Mr. Commissioner. If may say that lease 
was cancelled early in the year 1938 and we have not got 
that any more. 
How long was that going on, Mr. Wallace? 
That was going on for over two vears previous to that 
time but I discontinued as soon as the lease ran out. 
I may say that station is not even operating now. 
What about the Central Motors at Drumheller, a loss of 
4.10 cents? 
That arrangement has also been altered and J may say 
that we will greatly benefit. I may say that over 60% 
of the rent will come back to us now. That deal was made 
and had to stand until such time as the termination of 
the Gontract and as soon as it terminated I turned it 
around . ine termination of the, lease Tumean. 
THE CHATRMAN: You are getting how much more 
of ithe rent now? 
Ye are getting 65% of the rent. 
MR. CCHMMISSIONER LIPSETT: Does that mean you are going 
Tomueakeoe lose in the future of 2 eents a pallony 
We have it estimated it will be probably less than that, 
denending on the -allonage that goes through that station. 
You see, you are paying 1200.00 a year in that station 
and you are now going to set how much? 


yOOsO0 a Month in Trent from iti “We nave made a new 


arrangement effective at the present time for “65,00 a month. 


MR. FRAWEY: There is only Harvey's garage 


at Barrhead, where you are getting your rent. You pay 
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W. F. Wallace. Delo cick 


$262.50 and you get $262.50. There is not one other point. 
Look at the place in Calgary, (a) Imperial Oil station 
NOs. tL Leased from the Imperial Oil, and leased to 

A. E. Kerslake. You pay out in rent $1,968.53 and you 
receive in rent 3659.00, a loss there of :31,309.43. 

The reason I am calling your attention to this is, my 
impression from the other companies was simply this, they 
were quite impatient with me in suggesting that it was 
right and proper that they should try and get an economic 
rent. My reaction was that they thought that I had 

quite a wrong opinion in looking at it from that point 

of view, that it is not a question of rent at all. It 

is a marketing expense, get the sallonage out and if you 
cannot get the rent you pay for the service stations 
carry on just the same. That is a marketing expense. 
What do you think about that? 

Well, you picked out that Kerslake service station. 

We have a much better arrangement at the present day. 
Byery case where I looked over the situation and found 
that it was not profitable to us I endeavoured to make 
better arrangements as soon as the then existing lease 
terminated. In certain cases [ could not make better 
arrangements and I dropped it altogether rather than 
carry on. I am endeavouring to straighten up this lease 
Situation as far as the Maple Leaf Petroleums is concerned 
to a better basis. 

MR. GOMMISSIONER LIPSETT: Take that particular case, 
that service station No. 1. Your lessors there are the 
Imperial Oil? 

Yes. 


And they charge you a rental of $1,968.00 for premises 
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W. F. Wallace. 


that presumably are only worth $659.00? 

We only got in return $659.00. 

What is the explanation, Mr. Wallace, of the Imperial Oil 
gharging you that price for the premises under those 
circumstances? 

That igs leased premises. The Imperial 0i1 Company do not 
own that premises, they loase it from a third party, and 
until the lease terminates we release it from them 

owing to the fact they have a station across the road 
Proline, Ona tbhnesouner corner, We requested that we be 
given the privilege of operating that station for the 
oonvenience of our customers in the City of Calgary, as 
we do also if the City of Edmonton. We asked for that 
station and we were given it. ‘Te were eharsed all:of the 
rent they were paying for it. But now we will get 

almost all the rent-.we are paying. We believe this 

year we will get 75% of the rent we pay back from the 

new tenant we have in there. It is necessary to have 
stations for the accommodation of the out of town 
custowers. 

MR. FRAWLEY: What is the attitude of your 
company towards the fixing of the dealer margin. ‘When 

I say Thixing™ it, I presume a recommendation from this 
Commission that the cdealsr margim should be investigated 
and that a conclusion should be made and recommended with 
respect to the amount of it. ‘yhat do you say about that? 
The company will be opposed to fixing a dealer margin 

at any time. We would hesitate to interfere with the 
dealer's own business. We are not interested in fixing 


or attempting to fix any margin of profit for anybody. 
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W. F. Wallace. 


Mr. Wallace, I wonder if you are not interested. If you 
had a dealer and he decided to-morrow morning he was 
going to go out and get some business and cut his margin, 
which is pretty well established, I think it is pretty 
well established here in Calgary, at 4% cents, is it not? 
4% cents. 

For the undivided dealer. If one of your operators 
decided he was going to take a chance to-morrow on 2 cents 
and he started selling gasoline on 2 cents over the tank 
waggon, 2 cents over what he paid you for it, would you 
just ignore it altogether and not give it a thought? 

I would rot say so, Mr. Frawley. I would endeavour, if 
possibie, to point out ta him that he could not possibly 
Operate on 2 cents a galion. It would not be very long 
before that dealer would not be in business. He would 
naturally go out of business through lack of making a 
profit. He could not continue to pay for his goods 
Stwapay Tor his help and work on a 2 cent margine “f do 
not think it is humanly possible for anyone to do it. 

He might think he could do it if he built up his volume. 
Would you let him run along long enough to do that? 

IT could not stop him if ne decided to sell his goods 

1 cent below the tank wa-’gon. I could not stop hin. 

I might try to reason with him not to do this but I 

would not endeavour to stop him. 

Do you think it would be good business and proper on your 
part if he was doing that kind of business to put him 

on a@ cash basis? 

I would protect the company's interests insofar as getting 
paid for our products. 


You might consider it would be necessary to put him on a 
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W. F. Wallace. 
cash basis? 
If the eredit department felt that way I would not 
interfere with them. 
You would feel the risk would be increasing if a dealer 
went on a 2 cent margin rather than 44? 
I would rather think anybody's business would be in the 
same category. 
Have you made enough study of the margin in Calgary to 
know that 44 cents is just right ar too little or too 
large? 
No, I have not. We are not very much in the service 
station end of it, me dealer endu.of, itisiagvery, wery 
small proportion Oteour businesss) »As.faryas the aities, 
it is more for the convenience of our customers that we 
run service stations in the cities. I have not made 
any study of the situation to give an opinion about it. 
You know the corresponding dealer margin in Edmonton 
is 33 oents? 
33 cents or 4. I think some people are getting 4 cents 
in there. But we only have two service stations in 
Lamonton, one is on the outskirts. 
You have not got a great deal of experience with dealer 
margins? 
No, I have not, Mr. Frawloy. 
Do you operate any credit card service? 
We have a very limited number of what we call credit 
books that we do give out to certain people if they 
request them. T-have one ‘hereywith me. It can be shown. 
It is merely for the conveneince of anyone who desires 
this service. He carries that with him and the s¢rvice 


station operator keeps this and turns it in for cash. 
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W. F. Wallace. 
LOU ca Ly it credit invoices? 
Credit invoices. 
This, DyetMe way, 1s your own, of course? 
Weil, gow cen use 17 as iun Exhibit, af vou wish. 
Woh OrPer tp as en txhni bit. Wa ree West aig rac Pad oe ire 
Ciiterent trom the usual run. 
(CREDIT INVCICE BOOK FROM 
THE MAPLE [RAF PETROLEUMS 
LIMITED IS NO? MARKED 
BeBIBIT VEZ 1) 
We can supply more if it is necessary. 
letnioe that fe ali. I think now I have put that in 
I will have to put in what the other companies use, or 
it would not mean very much to the Commission. 
You have the annuity plans of the Imperial Oil that we 
were talking about. 
No. i do not think Mr. Nolan filed those. I will ask 
Mr. Nolan to g6ét those. Now, Mr. Wallace, I suppose 
PVOMNMlabEyOuUN Seve tiatuitcls very difficult, Lf not 
impossible, for you to tell the Commission what that 
eosts you per gallon, that credit card? 
Nothing. It does not cost us anything. We have only got 
about, I think it ig 100 issued, and the cost is absolutely 
Re OLS. 
MR. DAVIDSON: The cost of printing them? 
rrinting cost. Dit tue Over wos wh is nil. 
MR. FRAWLEY: Does your company feel that the 
distribution of gasoline through service stations is 
sufficiently adequete to justify no further licences 
being issued by the Province? 
Well, I do not think that I can answer that correctly. 


I have not made any great study of it. 
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W. F. Wallace. 
N. F. Priestley. 


You are not in the service station business? 
We are not in the service station business, no. 


Thank you very much, Mr. Wallace, that is all. 


THH CHAIRMAN: Any questions? 
MR. NOLAN: No, thanks. 
MR. FRAWLEY: ALL Pient, Mrs Wallace. nae 


is all, thank you. 


MR. BROWNLEE: I will call Mr. Norman Priestley. 


NORMAN FLAXMAN PRIUSTLEY, having been 
duly sworn, examined by ilr. Brownlee, testified as follows: 
MYetrrleculey. yOu are apocaring for the U., PsA. Centres 
Oe-Operative Association Limited? 
I am. 
What is your position with that company, or that association? 
Chairman of the Board. 
Chairman of the Board of----- 
The U. F. a. Central Co-Operative association Limited. 
The Board of Directors you mean? 
Yes. 
THE CHAaAIRMaN: Just a minute till I get that 
name correctly. Ohairman of the Board of----- 
Of the U. F. A. Central Co-Operative association Limited. 
MR. BROWNLE:: You say you are Chairman of the 
Board of Directors. Has that position any relationship 
to the management of that Association? 
Yes, under our by-laws the Chairman acts as manager. 
So that you are in effect the General Manuger of the 
Association? 


Yes. 
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N. Ai Prices vwley. 


How long have you held that office? 

oince the Association was incorporated in 1932. 

Now, prior to 1932 had you anything to do with the Co- 
Operative activities of the United Farmers of Alberta? 
Yes, I was elected Chairman of the Co-Operative Committee 
of the Association of the United Farmers of Alberta in 
genuary, 1951. 

Now, in order that the Commission may be fully informed 
of the origin of this Association, am I correet in 

this, the United Farmers of Alberta is the parent 
organization? 

MEY 

4nd that prior to 1932 there had been a Go-Operative 
Committee of that Association dealing with the qwstion 
or the co-operative marketing of farm supplies? 

The co-operative buying of farm supplies, yes. 

The co-operative buying of farm supplies, and that the 
activities----you were on that committee? 

Yes. 

And the activities of that committee finally led to the 
incorporation of the U. F. A. Central Co-Operative 
Association Limited, under the Co-Operative Associations 
AC >, tn t9Say 

That is correct. | 

You then assumed the position of Chairman? 

ess 

Just one other question. Having been connected first 
with the Co-Operative Committee and secondly as manager 
Of this, ASSoclation simeée L9Sd 11 assume it is. correct 
that you have been in close touch with the activities of 


that Association in the marketing of petroleum products? 
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N. Be er lesgole ys 
Correét. 
You are familiar with the contract wnich was produced here 
yesterday? 
Yes. 
Being & contract or a series of contracts between the 
association and the Imperial Oil Limitea? 
Iam. I was a signatory. 
Just one other thing there, what is your position in 
connection with the United Farmers of Alberta? 
Vice-President. 
You are Vice-President of the parent organization? 
Yes. 
MR. COMMISSIONER LIPSETT: Is that the full name of the 
Organization, Mr. Rrownlee? 
MR. BROWNLE:: The parent organization is 
"Phe United Farmers of alberta." Its subsidiary 
organization, marketing organization, is the U. F. A. 
Central Co-Operative Association Limited. 
THE CHATRIMAN: United Farmers of Alberta. 
is that registered as a legal entity? 
MR. BROWNLBs: Yes, that ‘is. incorporated by 
a Spécial Act of the Legislature, is it not? 
Yes. 
MR. BROMIN LIsE ¢ Incorporated - I Gan give you 
the year, my word, but I know it was incorporated some 


considerable time ago by a special Act of the Prmvincial 


Legislature. 
THE CHAIRMAN: Yes. 
MR. BROWNIES: Now, you have a statement, I 


believe, Mr. Priestley, that you hava prepared? 
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PU Brigatiey. 
Tos. 
For the Commission? 
Yes. 
I presume that will be filed. 
(SUBMISSION ON BEHALF OF THE 
U. F. Ae CENTRAL CO-OPSRATIVS 
ASSOCIATION LIMITED I5 NOW 
MARKED AS EXHIBI@ "522". ) 
WR. BROWNLEE: r presume: heywi Liagjiwetorcaau tune, 
and any point you wish to question him on you will do so? 
MR. FRAWOBY: Yes. 
Gi. BROWNUEE: Weld py one justeuread (this) them: 
Mr. Priestley, and if anyone wishes to have any further 
explanation i, presume they) will, ask) foi vit. 
My Lord, Mr. Commissioner: 

ecm ppearing on behalt of the Us oF. ae Cemure: 
Co-operative Association Limited, one of the Larger 
distributors of @P@uel.oil among the farmers of Alberta. 
inem appearing on the suggestion of counsel for the 
Commission and on behalf of the Association wish to say 
that we will be glad to furnish the Commission with any 
information we have, based on such experience as we have 
had, extending how over a period of approximately eight 
years. 

I am not sure how helpful we can be however. Our 
experience so far has becn confined entirely to the sale 
SnoOeaistripiseLonvor ivel,oLlls ,«prdiacdpallyrin) theyrural 
parts. Ota thow Province why far the-greaver par thot. .our 
Qistribution is)among’ farmers... We, have norretail)outlets 
i eee Lt 14 We have had no experience whatever in the 
productionvofecrude,.or.in,relinang orj;manufacturings, We 


cannot therefore speak with any authority on the problems 
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N. F. Priestley. 
of production, transportation of erude or of refining or 
manufacturing, while any experience we have had over the 
past eight years in the distribution end of the petroleum 
business has made us acutely aware of the possibilities 
of great changes and the risks involved for persnns or 
companies with small capital resources. 
THE CHAIRMAN: Right there, if we might 
interrupt you as we go along and as things occur to counsel 
or the Commissé@nn, instead of trying to remember and come 
back to it? 
Yesjp_tewould be rlad,if..you.would.do that. 
Woucare concerned, orimarily, of course, as yourroffice 
would indicate, with the needs of the farmer in getting 
him his product at the least possible price? 
We are. 
It is to that end, I take it, that this last mentioned 
organization,of which you are Chairman, was set up? 
That is so. 
Now, have you not had occasion to concern yourselves at 
all with whether or not the »vroduct was being put into 
your hands for distribution to your people at the proper 
price? 
We have concerned ourselves on that. 
For example, you say here - and that is why I interrupt 
you at this moment - that you have had no experience 
whatever in the production of crude or in refining or 
manufacturing and you cannot speak tacrefore with any. 
authority on the problems of produetion, transportation 
of crude or of refining or manufacturing. T was just 


curious becaise, if you had made enquiry, perhaps the 
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-12,018- 
No Ha Beieerley. 
results of that enquiry would be of interest to us. You 
are really very much concerned with it and all of those 
things in order to get your people the product at the 
cheapest price aren't you? 
Quite. 
Have you ever had occasion to find out if before it 
reaches your hands there are costs that should not be 
ioiided trie t, in production or in refinine*or in 
marketing. Or in freight rates or in anything else that 
would help to add to the price to your neople? 
We have, my Lord, and we feel that there are many costs 
that are exorbitant. 
Can you specify them now. It is just such things we want 
toy he ar -apowt . 
Th our first enquiries in respectisto the new. contract in 
1935 we came in contact with many refiners and marketers 
of petroleum products and had) prices laid »before us, dasis 
refinery, end traced those prices, with subsequent 
additions: byi freiehimates in the United States by tariffs, 
excise\stax,, sales ‘tax and by freights in Canada, and saw 
Very, clearly: that the problem of price in Alberta is very 
much involved in those matters. 
Yes? 
However, it is an involved and difficult subject. 
We well know that by now. 
I.was going to.-remark that this Commission has made valiant 
efforts to get down underneath it all and, perhaps, even 
Str Itine Sse air iicult. 
Yes. 
Not being a technician and not having the resources at our 


command I personally and we as an association have not 
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Nits Priestley . 


pursued the matter to the extent it requires being pursued. 


We hope something will come out of this Commission that 
will enlighten us on these matters. 

MR. BROWNGER: the Meaning of your: Drier wi 
take it, is this, that you have not attempted to make a 
technical study of the actual manufacturing costs in 
refinery work? | 

(hec, 29 trve. 

Through any technicians? 

No. 

Neither have you made any attempt from a technical stand- 
point to estimate the cost of transporting from Turner 
Valley Oy pipe: Line? 

No. 

Those are matters that you have not attempted to study. 
Apart from that as you say you have, through such avenues 
Hud Sources as are open to vou, you have made enquiries 
Bend in 1905, Lorlexampie, with the Barnsdale Corporation 
there was made a breakdown of the price structure in 
Alberta, made by that company? 

Thay 1s trie. 

And others? 


Yes. 


And in your statement where you say you are not an authority 


on these problems you are referring particularly to the 
technical work Of manufacturing and the transportation of 
crude through: the pipe Line am so: forth. That is the 
Percrence mere? 

Ves: 

THE CHATRMAN : Yhat company did you mention, 


Mr. Brownlee, the Barnsdale? 
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N. F. Priestley. 
MR. BROWNLEE: Yes.\in"1.995 inthe tinauiry 
that went on at that time, which led up to this contract, 
the Barnsdale Corporation jin the United States, which is 
yne of the big refineries there, sent a man particularly 
to alberta and he was here for several days, and starting 
with the price of crude oil down in Oklahoma, or some place 
in the United States, he built up the price structure in 
an effort to show what price he could sell to us for. 
It is information of that kind which itr. Priestley has 
in a very general way. We have not through any technical 
men made any attempt to study refinery costs in Alberta 
mor pipe line costs in Alberta. 
Your object in 1935, I suppose, was to get the best price 
and the best bargain you could? 
We were out to get the best nrioce and the best contract we 
could and, as will be stated in this brief, we approached 
many companies both here and in the United States. I 
think we eee one. every company operating in Canada and 
we approached a nuinber of companies in the United States 
that had not yet come into Oanada. The Barnsdale were 
approached because they had entered Manitoba but had not 
yet come into alberta. It was that investigation which 
led up to this contract which is now being investigated by 


your Commission. 


TH! OHATRMAN: Yes. 
MR. BROVNLE:: Is that all, my Iord? 
THE CH»aIRMaN: Yes. 


MR. GOMMISSION®R LIPSETT: Just in that paragraph, what 
do you mean by your experience being confined entirely to 


the ‘distribution of fuel oils? 
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MR. BROVNLEER: You mean that in the broad 


sense, gasoline and all petroleum products? 


MR. COMMISSIONER LIPSETT: All petroleum products? 


Yes. The emphasis shou?d be on the words "the sale and 
distribution of" as in contrast to these other aspects of 
tee OL Ande try. 

{I did not know what the next two words covered. 

MR. BROWNILEE: It is comprehensive, distillate 
and gasoline and everything elise. 


MR. COMMISSIONER LIeSe Ty: And lubricating oils? 


Yes. 

MR. BROWNLE: Just proceed, Mr. Preistiley. 
Wigred 

ii I wish to say at the outset that the parent 


organization the United Farmers of Alberta, is in full 
sympathy with the particvlar aim of this Commission, namely 
Vo Sse wieuncr the grice of fuel olla can be Lesitimavely 
reduced to the consumer. We are a farmers ' organization 
and Only entered into the distribution of Tuel oils in 
a co-operative way in the hope that we might make some 
COnErIDUtLoOn to Uhat end. “Ye represcnt directly a 
substantial number of farmer members and we speak indirectly 
LOY “mean y more. 

No development of modern times, unless it be the 
radio, has done so much to break down the isolation of 
the farm home as the cevelopment of the motor car and 
the consequent development of improved highways. Not 
OnLy nas bs vproken dowh the isolation of the farm hors 
by making freer intercourse possible among farm people 
but the motor car and the motor truck are from year to 


year becoming a greater factor in the farm economy of the 
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N. BF. Priestley. 
Province; first by providing speedier and more convenient 
transportation of goods whieh the farmer produces such as 
grain, livestock, cream, eta.; and secondly in widening 
the range of markets in which the farmer can sell his 
products as well as widening the markets in which he can 
buy the goods he consumes or uses. The farmer no longer 
must patronize the nearest grain elevator because of the 
limitation of distance; the motor truck has opened up a 
circle of elevators and given him the use of the loading 
platform if he desires to use it. Neither must he now 
patronize the nearest store. The result has been increased 
competition both among buyers of his produce and the sellers 
of the goods he consumes. In addition to the development 
of the motor car and the motor truck there has been the 
steady development of mechanized farming and the con- 
sequeat increasing use of fuel oils in the actual 
operation of his farm. «8S a result of these developments 
the expenditure for gasoline and fuel oils forms an 
increasingly important item in the farmer’s annual budget. 
Jeeacece Paula) UiclmrboGer or LUGh O1LS 2s Ten in 
relation to the price of products sold by the farmer and 
therefore any move soundly conceived or wisely evolved to 
reduce the price of tiis commodity would of necessity 
have the support of a farm organization. as an indication 
Ol whe Lmportence of the price of Fuel olls to the farming 
population it is significant that almost every substantial 
farmers' co-operative organization in grain-growing areas 
on the North american Continent now makes the sale and 
distribution of fuel oils an essential and probably basic 


part of its enterprise. 
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N. F. Priestisy. 

I might pause there, ,my Lord, to remark that 
we have inserted a qualifying phrase on the grain- 
growing areas because there are large firm co-operatives 
which are now in the production of tobacco and citrous 
fruits and in *dairying industries in various parts of 
the, States, that do net handle fuel oils. ‘hey may handie 
invoeatineome put they do not handle fuel olls in’ any 
quantity. It is not a major portion of their activities. 

AS stated above it was in the hcpe that we might 
ultimateiy make some contribution towards lowering the 
price of this commodity to the farmers that our organization 
moestececided to enter the field of its sale and distribu— 
tion. The U. F. A. Central Co-operative association Limited 
he) OpeubsadianyAcretheaUnizted. Parmers of Alberta, a 
Province-wide organization of farmers which for the 
past thirty years or more has occupied a prominent 
Dace tame, Ct eizs of this Province., From the early 
voars)of the. development, of) that organization, its local 
units) have,engaged. to.a greater or lesser extent in the 
Duyane (and esclisines of term suziplies and farm requirements: 
DUAGhS eri elds ot, marketing farm products it played no 
small part in bringing into being such organizations as 
Unated Goain Growers Limited, , the alberta Wheat Pool, 
thegeca thernyeGentgalweand Northern ALbertea Dairy, Pools, 
the various Livestock Shipping associations and a number 
of minor co-operative marketing associations. at the 
same time most of the co-operative stores in the early 
misery Of, the Province hed their origin in locals of the 


organization. 
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N.» F. Priestley we Ves 
C2 
1 

About the beginning of 
the present decade members of the organization had come 
to realize that the co-operative narketing of farm pro- 
ducts was only one phase of the farm problem and that 
to round out the co-operative idea the Central Office 
Bhould engage siore actively in the Go-operative buying 
of farm supplies. 

I might say that the in- 
dividual locals in the Province have done business as 
great as 25,000 we think in one year prior to this cone 
ception of the centralizing of the purchasing of farn 
supplies. 

In the year 1931 the An- 
Hual Convention of the United Farmers of Alberta took 
sognizance of this opinion and instructed the Beard of 
Directors of that year to take action as an organization. 
The practical outcome cf these instructions was that the 
existing Co-operative Committee of the Board of Direot- 
Ors was empowered to set up tiachinery through the 
Central Office for the eatablishment of a purchasing 
agency for its various locals and the various existing cox 
Operative units. The Committee initiated an organization 
campaign which resulted in the establishment of nany units, 
incorporated under the Co-operative Associations Act of 7 
the Province, for the purpose of doing business in farm 
supplies and it negotiated contracts with distributors 
and producers in such lines of goods as could be handled 
in bulk. 

I might say that we had in~ 
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structions from our xcoard that we should not enter into 
the regular line of domestic supplies, shelf goods, but 
we were to confine ourselves to bulk goods. 

In due course the U.FesA. 


Central Co-operative Association, Linited was incorpor- 


-- 


ated under the Co-operstive Associations Act to CHrry OW 
the work which had been previously undertaken by the 
Co-operative Uonmittee of the Board of Directors. This 
subsidiary and its affiliated units have steadily in- 
creased their business throughout the yeurs since 1961. 
in the first few years the chief lines were binder twine, 
hubricating, oils and coal with fuel oil playing an in- 
creasingly large pert. Other lines of supplies such as 
fence posts, British Columbia fruit, farn Ghenicals, 
tires, tubes.and batteries, flour, poultry supplies and 
feeds have been developed. 

The foregoing has been 
stated to show the Uommission the origin of the movement 
and particularly to establish the fact that the entry of 
the organization into the distribution of fuel oils was 
part only, although a very important part, of the wider 
business of distributing furmers' supplies on a cor 
operative basis aniong the farmers of the Province,. hav~- 
ing its origin in a general demand of its furmer members 
and not in the wishes only of u few individuals. It 
may be stated here that no share capital was raised from 
the farmer membership « The last decade has been an in- 
opportune time to solicit money from farmers for capital 
investment. It was felt that the immediate objective 


should be to save money for the participating members 
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rather than to build an expensive business structure. 
Surpluses over operating costs were largely paid out 
in patronage dividends; little was laid aside for re- 
Serves; no expensive equipment was purchased at least 
until recently, and no Large amount of capital accumu- 
lated. 

This answers the question 
frequently asked, why the organization has not entered 
Girectly into the refining end manufacturing of fuel 
Oils. It was felt that the organization did not have 
the necessary technical advisors and could not afford 
either to engage such technical advisors or to risk the 
Capital investment that would be required. It was felt 
it would be more advisable to first mobilize the farmer 
consumers of the Province in a distributing and sales 
organization.» Et is at least comforting to realize that 
every large farm co-operative distributing organization 
on the North American Continent, with possibly one or 
two exceptions, have thought it advisable to enter this 
field through the distributing end so as to be as near 
as possible to the consumer. 

MRe BROWNLE«: tire Priestley, if you 

will just pause there for 4 moment. you have had oc- 
casion recently, I understund, to make some investigations 
into co-operative organizations, marketing organizations 
in the United States? 

I have, yes, that is true. 

What particular ones did you investigate in your last 
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A The Farmers! Union Central iixchange of St. Paul, 
Iuinnesota, and the iuidland Co-operative \Wholesale of 
Minneapolis, ::innesota. 

) And are both those co-operatives engaged in a large 
way in the distribution of petroleum products? 

a They are; the Farmers’ Union Utentral kxchange sold 
9,/04 tank cars of fuel o11 to its local nember units 
in 1928. 

-) 40d are they in the refining’ business, or do they con-= 


fine themselves to the distribution end? 

A They “have, Gach of them, "Lubricating oil blending plants but 

| heve no fuel oil refineries. 

Q Now it the last pararraph---—= 

a I might say, itr. Brownlee, in passing on that, I put the 
question as to the advisability of a farmers’ organization 
entering into the refinery business, to the Assistant 
General iianager of the .iidland Co-operative Wholesale and 
he was eMphatic in his view that it was unwise for them 
so do to. 

Q In other words that their emphasis should be laid prin- 
arily in mobilizing the consuming power to enable them to 
make satisfactory contracts with refineries? 

A Right. 

Q Now in the last paragraph which you read, where you spoke 
of the risk of capital investment and sone of the dangers, 
had your organization any Speen ce to guide you at that 
time, or at least to, probably I should use a better word, 
40 caution you as to the kind of contract which you should 
fake? 


A Yes. In 1927 and 1928, I am not quite sure as to the exact 
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date, there arose considerable agitation, shall I say, 
among the farmer members of our organization for the 
co-operative distribution of fusl and lubricating oils 
and after some months a move was initiated by the then 
existing Alberta Co-operative Council, of which I was 
acting Secretary at the time, which eventuated in the 
formation of the Alberta Oil Consumers Co-operative 

Which in the course of the next year or so it sueceeded 
in building in the Provinoe of Alberta some 16 plants, 
building or acquiring I should say, some 16 plants; their 
work was all done at the peak of the boom; they paid 
heavily for organization expenses and for Materials and 
within a Very few years the organization was inactive 

and was ultimately wound up;many of our officers were 
active in this organization although the organization, 

our organization, had no responsibility whatever for that 
co-operative enterprise. 

I just want to emphasize that now, that organization has 
heen referred to and some of its stations I believe were 
stations which were taken over by the Imperial, the 
Northern Oils, and are now part of your stations?. 
understand that is so. 

But in any reference which has been made before this Com- 
mission with respect to the Alberta Consumers association, 
it should be made clear that it was not connected with the 
U. Fs A., the United Farmers of Alberta, in any way, shape 
or form? 

We had no responsibility either morally or financially 
for the Alberta Oil Consumers Co-operative. 


All right. Will you proceed Wth your reading then? 
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From 1931 to 1935 the 
Association had a contract for the supply of pet- 
roleum products with Great Jiest Distributors, Limited, 
an organization set up in 1961 by Tr. George A. 
weKenzie especially for that purpose. At first the 
distribution of petroleum products was largely confined 
to lubricating oils and greases. The Great west Dis- 
tributors had no plants in the Province. (With the de- 
velopment of better roads and the use of truck tanks 
the possibility of the use of underground equipment 
stations at points away from railwey sidings was general- 
ly conceived and the distribution of fuel oils theoustie 
this Company began t9% assume sizeable proportions. )Dur- 
ing the year 1934 for reasons which it is not necessary 
to review here, the Executive of the Association was in- 
structed by its member units to investigate the possibil- 
ities of some other connection and at the same time to 
seek to eniarge the scope of the operations of the Assoc- 
lation as commission agents in other commodities. Accord- 
ingly in December, 1954, the Executive completed arrange=- 
ments with its solicitor, iir. J. EH. Brownlee, K. ¢C., to 
explore the possibilities of such new connections. 
MR. BROWNLE:: May I ask, lire Priestley, 
when you refer to the contract with the Great West Dis- 
tributors, without going into the details, was it a con- 
tract in most essentials similar to the contract 
which you now have with the Meple Leaf Petroleum, Limited? 
Very similar in essentials. 
Am I right in understanding, in thet contract the Great 


West Distributors as ao broker handled I believe British 
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American products? 

Not at that time. 

Ub, DOG at thet time wl pes “your pardon; batt intany. 
event, as a broker or jobber, performed the majority 
of the services, but in consideration for the sales 
power of your organization passed on part of the com- 
mission? 

That is correct. 

So that in that respect et least that first contract 
with the Great West Distributors basically was somewhat 
similar to the contract which you now have with the 
Maple Leaf Petrdleum, Limited? 

Yes- 

Very good. 

THs CHADIAN: Just there, what is your 
feeling. iir. Priestley,.as to the necessity of this 
intervening body; while we have no opinions about it 
we would like your opinion? 

iwwRe BROW LEE: I may say, my Lord, that 


is dealt with rather fully later on. 


THH CHATRuaN: ALL right’. 
WITN ESS: 5 We will proceeu to that 
now. 


It.is not necessary to 
repeat what has already been stated before this Commission 
by iir. Brownlee, with respest to the investigations then 
made. It is sufficient to say that with respect to pet= 
roleum products he approached all the m& jor companies then 
interested in the Canadian field including sone indepen- 


dent operetors as well as scme firms that had not as yet 


te. ¢atopbesqanko ktens 


watt onde ga POR = AO 


; acZg ee «fl9 es 2 7 


Je - d ane as 
4 by . -) Ae 
, ce ‘ ‘72 eee eee * 2 4 7h ee 
ues Cary Si i pre Ste ee a eI ty Ye o a eee a ot d Ga Pe the DEKE: ‘ - 
ve wae eo a] - —_— 7 + - ro ' 2 
7 as Se e ; Y Bas ; ‘- aa ee, 
- ~ — 2 4 f - ore 4 ae a fe ae 
a) par Peon See i uae ite e IG <9 eyo er A en Bie 6 
a : i am! ae ee , 


— 4 


: cs a. q . a p os 7 he 
or ear ik: Ma Cena Bel fete a ee SECA wy oe ey Y ro dh hele | wo oa 


7 4 
* 
, , i ‘ fe rs a: A in a | ; 
stants toss pe eek ge Rasgent 4 Gi: sad? Oa: 
7 + 
; 
> A + wee + 
Z * he a ee | ve ty sif a eH 
=e -- ie ~ -= i, Sif <2 LS ‘ ‘ ; - 5 
| bittd vot») sand ere ee oe eneW geet). Ao a vaw, 
q fi 
: = - ° »~o Oem? vA < 
; aes 2 é rh ee cs ote bee mits =%& a oe +> 
eas So. | yards ae eee So PPR tae | eabe: toe A MR Lo 
t 
Pe % 
= 1en-5e pv Reg yt r 
- a F - g 
ee 
g des 
x cs 
2 ~ 
ae , 
4 - 
. * - 2 = 
i a 
od a * Aas Ty nn Bas i?) 
ty ae Mt Res eee is, 3 GES as Re ah aelag hl Ahem i: 
~ = = ‘ 
; , . 
- in ¢ a in a 
* J 7 eas. 8 at oo. eee : theese Gees 2 
: : ; 
7 , 
a r a a ‘ “wre he ag > 
’ 5 a — Se t iM . eet ? a Fe r wy ute 
s ot < ay eee) - a2 set ah be AY ¢ we ld < DS Aa Ovisa PAZ 
= 5 Soh } ri a ' P aT a y Lay .. 
7 : ace 7 ae, Aa Pp ee Vai i 


aN ol ROR. a] K. ‘ 


om 
4 ae - b v 
Be 0G RS. 


= — ‘ 
5 te te 5 Pee eal ees oF ee ee oe 
Se: tO ees OR ae I 
> 


— nes ale : oes ie pa , 
ey! Gera. F Og a wae... * det 
: cola Ws 


ved; : ei 


Ne F. Pxicstley - 12,081 - 
C2 
8 

undertaken business in Alberta. 

At the conelusion of his 
investigation an extensive report was submitted to the 
ixecutive of the Association. Among the possible con- 
nections made available to the Association were alter- 
native offers from Imperial Oil Limited, the first that 
the Company would sell the Association on a jobbers 
basis its requirements of petroleum products at a def 
inite margin under tank wagon price; the other offer 
being the one which was ultimately accepted by the Assoc- 
iation and embodied in the first contract which has al- 
ready been placed before the Commission. It should 
probably be stated here that throughout his enquiries 

Mir. Brownlee approached the problem from the standpoint 

of the Association acting as a jobber. The proposal which 
was finally accepted with soMe modification and which 
became embodied in the first contract was one which orig- 
inated with the officials of the Imperial Oil, Limited 
themselves. This alternative plan was finally ace 2pted 
by the #xecutive of the Association as it affered a 
means of continuing the sale and distribution of pet- 
roleum products without the investment of a substantial 
amount of capital, made available at once to the Assoc 
jation a number of distributing stations as a nucleus for 
further expansion and generally enabled the Association 
to operate without the risk of financial loss which would 
be incidental to the entry into business on a purely 
jobbers basis. | 

Q like BROWNLE: The thing which you wish to 


emphasize in that paragraph, wire Priestley, I presune is 
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) 
that in 1955 you had an offer of two separate and dis~ 
tinet forms of contract? 

A Yese 

Q With the Imperial Oi1, one a straight jobber's con- 


tract by which you would be put on the basis of 5 cents 
under tank waggon and the other form which was finally 
accepted? 

A That is true. 

Q, Was any pressure brought to bear upon you by the Imperial 
as to which of those two forms you should adopt? 

A None whatsoever. 

Q it was your own considered opinion as an organization 


that finally led you to adopt the second form of con- 


tYaCt? 
A Yese 
ey ALL right. 
A In view of certain suggest- 


ions which have previously been made before tunis Commission 
I take this opportunity on behalf of the Executive of the 
Association to say that the then Alberta Governnent was 
not asked to lend its assistance towards the development 
of any part of the business of the Association. No mem 
ber of that Government was asked to exert any influence 
and the plans of the Association were not discussed with 
the them Government or any member. i:ire Brownlee acted 
throughout in his capacity as solicitor for the Assoc- 
iation. The contract which resulted was a commerical 

one negotiated on a competitive basis and accepted solely 


for the reasons above-mentioned. 


I would like to pause, to 
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emphasize that, my Lord, and iirs Commissioner. ie did 
not jump in immediately those remarks were made before 
you in respect to our association and insinuatione. of 
political corruption and we have-waited until now to 
fake our direct negative statenent to those allegations. 
L may say that there is not one jot or tittle cf truth 
in the statevente made by the witness in question. 

celle right, sir. Priestley? 

The question has been 
raised befrre this Commission as to whether there is any 
proper place in the distribution of petroleum products 
for a jobbers organization. 

I might say there that we 
are not go0ing to define "ag jobber" in this brief. We 
are speaking for the co-operative and the term "jobber" 
is, to Our mind, somewhat inappropriate as applied to 
Ourselves. We are a central purchasing agent mob llising 
Gonsumer purchasing power in the fieid of petroleum dis- 
tribution and we just wonder who else would mobilise the 
consumer purchasing power unless it were someone acting 
Lm the capacity of a jobber or a central purchasing 
agent for the consuner. 

THE CHALTHMAN: Is there not a clean-cut 
distinction between the organization which you set up, 
Which is an organization of consumers, to get your prod 
ucts at the lowest price; then there is the jobber who 
is a middle man who is in the business for the profits 
that will cone to him from his operations? 

De OSes oe 

ike BROWNLEE: Did I understand you to 


ask my Lord, if there is any distinction? 
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THi CHATRMAN: Is there a clean-cut 
distinetion. 
I think there is. 
THE CHATHAAN: I have been asking other 


witnesses to deal with that and if it is dealt with 
later do not bother now. I am trying to find out if 
the jobber has a proper place in the petroleum industry. 
If he is adding to the cost. If he is a necessary 
middle man. We have no opinions as to whether he be a 
parasite on this industry or whether he is serving a 
useful purpose but we are certainly inviting opinions 
from others in order that we may eventually form one 
for ourselves and I presume that is---- 

vine DROWNLER: I think it is dealt with 
here, my Lord. 

THE CHATHMAN: it is deuit with. 

Mine BrOWNLEE: Yes, but the position you 
are taking now, Hr. Priestiey, is that so far as your 
own particular organization is concerned, that you think 

that there is a distinction between that and the ordinary 
conception of the word "jobber"? 

There is. 

The ordinary joober, i take it, is one who for his own 
profit and gain acts as an interriediary between vendors 
end purchasers and in your Guse you are an organization 
of consumers themselves who are seeking to get the best 
price they can for their products and to distribute it 
among those as cheaply as possible? 

That is. true. 

THE CHAL.wiAWN: Which must have an admin- 


istrative body‘ 
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WRe BROWNELL: liust have an administrative 
body to carry it out. 
THE CHAIRMAN: Of which the witness is the 
head. 
MRe BROWNELEE: Of which the witness is the 
head. 
THE CHATRAN: Yes, And that as I see it at 
the moment is u wholly different thing than the carry- 
ing on of the business of a jobber as I understand it. 
WWRe BROWNLEE: Yea. 
THE CHALTAAN : They:are not sey ease at all 
as I see it at the moment. 
luRe BROWNLEE: But ay Lord, I think the 
position taken in this brief is this, that the witness 
attempts to make it clear first of all that we do not con- 
spider ourselves strictly as jobbers; then however he does 
go on to speak of some of the funotions of the jobber as 
ordinarily conoesived and to state his position. 
TH CHAITKMAN; We had better wait until we 
hear them. 
bike BROWNLEE: And to state his views on 
them « 
WITNESS: Yes. 
WiRe BROWNLER: All right, ir. iriestley? 

A The question has been 


raised before this Commission as to whether there is any 
proper place in the distribution of petroleum products 
for a jobbers organization. If the contract we have 
with tiaple Leaf Petroleum, Linited, is interpreted as 


constituting our organi..ation either by itself or in as- 
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sociation with that Company as a jobber, then on be- 
half of the Association I wish to point out that in 
the production and sale of any commodity there are 
certain recognized cost factors: 

1. Cost of raw naterials, 

oe Manufacturing costs, 

é- Transportation costs, 

4. Sales and distributing costs including 

credits and collections. 
These cost factors aust 

be met whatever plan of manufacture and distribution is 
adopied, that is whether the sale and distribution is 
directly by wanufacturers or through intermediary whole- 
palers or jobbers. The jobber is not peculiar to the 
marketing, of petroleum: products; He is found in the 
sale and;distribution of other commodities. Indeed I 
think there is much to support the argument that the sale 
and distribution of a cormodity may often be carried on 
with comparatively less cost and with greater efficiency 
by a jobber familiar with local conditions and with a 
thorough knowledge of the territory to be served than by 
a large manufacturing organization whose head office and 
chief officials may be far removed from that territory. 
It is suggested that this is particularly true where 
problems of handling facilities anong the farmers of an 
agricultsurgia Gistixrict aud problems sof \ereditaresin= 
volved, and where the ssarceting organization for other 
reasons has the confidence of a large number of farmers. 
Certainly our Association believes that because of the 


position which the United Farmers of slbertu has held 
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among farmers in Alberta over a period of thirty years, 
Bales and distribution costs among the farmers of the 
Provinge can be organized and carried on by it at a 
lower cost than would be possible by any of the major 
companies now operating in the Province. As testimony 
of the truth of this statement we suggest we only need 
refer to the record of sales promotion since the first 
contract was made with ijaple Leaf Petroleum, Limited, in 
1935. The figures are as follows: 
Year Volume Percentage Increase 
1965 (Sept-Dec.) 369,090 gallons 


1986 1,753,120 " 
1937 2,551,001 " 45.51 
1938 3,404,768 " 33.41 


In other words, in 19387 the 
gallonage increased over the volume for 1966 45.51% and 
in 1928 over 1957, 6,404,768 as against 2,551,001 gallons, 
it was an inorease of 36.41), over the volume for 1937. 

We advance this argunent 
mot only upon the experience of our own organization but 
believing the argument is amply confimed by the remark~ 
able development of the lerge farm co-operatives in the 
United States of America in the handling of petroleum 
products during the past decade» This opinion is con- 
firmed in my own mind as a result of a study I have re- 
cently mude of certain large farmer co-operative assoc- 
iations now carrying on business in the States of i:in- 
nesota and \ijisconsin which are operating as jobbers in 
much the same way as we are, that is marketing fuel oil 
which they purchases from large well established man- 


ufacturing companies, From our om experience we express 
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the conviction that the presence of the comparatively 
few jobbers organizations in this Province has not in- 
creased the retail price of such products and that if 

by any legislative enactment those jobber organizations 
were eliminated the retail price structure of gasoline 
would not be reduced. Certainly our organization would 
strenuously oppose any proposal which might have the 
result of waking it impossible for us to continue to 
promote and develop the work in which we are now en- 
gaged» I might add that it is not without significance 
that with respect to farm machinery where the sale and 
distribution is largely carried on directly by large nan- 
ufacturing organizations there is more unrest and dis- 
satisfaction with respect to marketing costs than is the 
case in the sale and distribution of any other commodity. 
Whe BROWNLEE: Now iur. Priestley, just to 
pursue this matter of the jobber a little further and 
always keeping in mind that you are speaking rather from 
your own experience---- 

THE CHALRUAN: Do I understand this aright, 
that the impression ZI get from what lir. Priestley has 
read is that he is thinking and speaking of his own organ- 


ization as a jobber and he is trying to defend its exist- 


ence. 
wRe FRAWLEY: Yea, I noticed that also. 
iwRe BROW LE: We take this position---+ 
THE CHALTHWAN: To my mind they ete wholly 


‘different thing. They are a large body of consumers who 


desire to set themselves up to have great purchasing power 


and therefore must have an administrative body. 
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liRe BROWNLEE: Yes. 

THE CHAIRMAN: Because they give it a 

name and create it into a legal entity does not ef- 

fect it at all, does not affect the position that tho 
consumers are banded together to trade. I do not see 
what it has to do with the jobber question. 

MR. BROWNLER: My Lord, I think this is 
the position, and Mr. Priestley will correct me if I 

am wrong, that it is taken on this basis, first of all 
we do say, as you have expressed it that way, that is 

the U. F. A- Central Co-operative Association, Limited, 
is not a jobber organization in the ordinary sense of 
that word. We then go on to say if hnwever by reason of 
their contract with the iiaple Leaf, in waich the organ- 
izations enjoy the usual margin which is given to job- 
bers, if by reason of that, the combination should be 
considered in the nature of a jobber, then we ¢XPress 

ous opinion as to the position of the jobber and now I 
am going to ask Mr. Priestley directly what in his 
opinion would be the result if these other jobbers, such 
as the North Star and so forth, were eliminated from 

the picture in this Province, so to that extent he will be 
expressing his opinion on the general question of the 
position of the jobber in the Province. 

THe CHATRUAN: Yes. Perhaps that is one 
approach to it but in the end, however it is approached, 
I would be very much interested in hearim ir. Priestley's 
views , representing the great farmer class as he does, 


as to whether he sees some necessity of the middle man. 
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L.Re BROWNLEE: That i8 the question, 
THE CHA TRUAN: I mean over and above 


your other contracts here. That is the bigger question, 
the consumers in «lberta have a middle man intervening 
between the refintries and themselves as distinguished 
fron the refineries marketing department or organization 
doing that work. 

whe BROWNLLE: Yes my Lord, and now I will 
ask tir. Priestley that very question and I will pus it 
this way and we will illustrate it by this chart tir. 
Priestley here, and this may be taken as a typical dis- 
trict in Alberta, Exhibit "320", and here we lave three 
refinery companies, the +mperial, British American «nd 
the Gas and Oil Produsts, Limited? 


Yese 


brs 


Q And you also have the Hort ptar “Ollis; which is a, jobbers 
the Great ‘vest Distributors which is a jobber and the tiaple 
Leaf Petroleum, Linited, which is a jobber. Wow taking 
that as a typical picture throughout the Province, what 
would you say might be the result if by legislation or 
otherwise these jobbers were eliminated from the picture, 
would it be to the advantage of the consumer or against 
hin? 

A Well I would have to preface the direct atiswer to that 
question by stating that it depends to my mind consider- 
ably on the psychological attitude of the people of the 
Province towards restrictive legislation. If the people 
of the Province were seized with the idea of the rational- 
ization of industry, to use a term which was current 


some years ago in Britain, and the great majority of them 
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got behind the idea, something night be effested but 
if that postulate could not be granted, I would say 
that the effect at a place like Leduc which Wid e 
Brownlee has suggested as an example, would be to place 
the distribution of the petroleum products in the hands 
of the three companies that are refining and marketing 
at that place, two major companies anc one samll 
company; that the consumer would have less say in the 
ultimate price to himself, than he now has because ene 
jobber in my opinion does act or can act as a mobilising 
factor for te Gonsumer. He is a competitor. He enters 
the field. He is a disturbing factor. 
fe the refiner? 

4 To the refiner. He enters the field and gathers around 
him a certain number of persons by his energy and good- 
will and his sales appeal; true he alay be selling under a 
‘brand name, an identical produst of somebody else who ia 
already in that field, but he goes into that field and 
Becures a portion of the business and thereby assists in 
breaking down the monopoly which would otherwise prevail. 

Q In other words are you suggesting that he performs a service 
by mobilising the consumer purchasing power, would you 
put it that way? 

A I would say indirectly he does- He does not do it con- 
aciously, that is what we are doing, that is what we are 
doing. 

But to some extent he does? 
To some extent he does. 


Q THE CHATIWAN: Oh, he is getting all the 
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customers he can for the profit which will accrue to 
him? 

Yese 

wite LROWNLES: But by making contracta 
with those soustomers to a greater or less extent he does 
put himself in a position where he has a certain power 
in Negotiating a price, is that your view? 

Guite so. We have instances in the Province where men 
have proceeded from little to big, by so doing, and there 
are cases where men have gone into the refining business 
ultimately, having secured a hold after purchasing 
products, by means of a brand name or their connections 
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Q What have you to say, if anything, with respect to the 
sugeestion that was made yesterday that in the province 
at the present time there is no factor that really 
influences the price? That the price is pretty, well 
fixed by the large refiner? 

A Well, I would hope that is not entirely true., It is 
true we have only been in the business cf distributing 
fuel oil for some seven or sight years, but we have in 
the meantime paid out, in all comnodities, the sum vf 
$82,000.00 in patronage dividends, which has been, 
in ,eftect, a reduction in the price to the, consumer’ 
Wesarcinow the sixth Lareest distributor of fuel oil 

in the Provinee of Alberta. So that there is at least 

one organization that is not absolutely bound by any 


posted tank wagon price. There is no restriction es to 


the amount of dividends we nay. 

Q In the United. States of Amsricea, which you have, studied 
tO some extent, would, you say thet the jobber, there, has 
A definite place,and has been playing 9 part in the price 
structure? 

A iyi stiay ssa it Too priel end curtory, I will bave to 
admit. But I recall that years ago there was a popular 
belief that the Standard Oil had the cil industry entirely 
UGGS COnLrO Nitin United states. In recent years: 
i have, a@s.a,reader of Gas & Oil Journals, come to the 
conclusion - and also as an occasional visitor to the 
States - come to the conclusion that there is active 
competition. .Theat there is not longer absolute control 
by any one or two or three ereat petroleum products 


refiners of the retail price. 
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THE CHATRMAN : Ionotice in' your brief 

you say that these farmer co-operative associations in 

the United States, carrying on business in the States 

of Minnesota and Wisconsin, are operating as jrbbers 

in much the same way as you are. That is a question 
whether you are jobbers in the strict sense of the 

word. At any rate, they are an association such as yours, 
and you add "They are marketing fuel oil which they pur- 
chase from large well-establishe’ manufacturing companies." 
Now that wouid seem as though those bodies of consumers 
did not have a jobber intervening between them and the 
refiner? 

The statement is perhaps not as ample as it should be 

in that respect. I may say that the w-operatives are 
deing business in more than two States. Those are the 
states which i entered and in which I made my investi- 
gation. The largest operation of the business of the 
Farmers Union end Central “xchange is in North Dakota 

anc they do business in Montana and Idaho. 

Do they have a jobber between them and the refiner? 

They purchase - I think they have jobbers, but E am not 
absolutely sure as to that, between them and some refineries. 
But they purchase to advantage as to tank wagon rates from 
particular refiners. They do not contract. It is in the 
nature of things that they cannot economically contract 
and take a surnly from any one refiner because as between 
them and that one refiner there might be odd members of 
their local units who would be able to purchase more 
advantageously than the local tank wagon rate from 


some other refiner. They are in the tank car market. 
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They buy from whomsoever offcrs them a proper standard 

of gasoline according to their requirements. 

But the picture you are now painting does not show a 
jobber in it, does it? They buy tank wagon from the 
refiners at the lowest price they can? 

MR. FRAWLEY: Tank car. 

TH CHAIRMAN: Yes, rane care 

Tank cars of fuel oils are offered on the market in the 
United States, as the Commission I am sure is well aware, 
every day at varying prices, and these co-operatives I am 
sure do busire ss with any organization, either refiner or 
jobber, that on a particular day offers them their require- 
ments at a suitable location at a suitable price. 

MR. FRAWLEY: We have not got that in 
Ganada at all, of course. We have not got that in Atberta? 
No, we haven't that picture. 

TH CHATRHMAN : Now, most of these refineries 
have marketing departments, haven't they °? 

Yes. 

What I am trying to get at, and please do not think we have 
eome to any conclusions about this because definitely we 
have not, there may be a great need for jobbers. I am 
trying to find out what it is. If the refinery has a 
marketing department st certainly should sell its products 
through this marketing department. If the jobber is 
making a profit it stands to reason that that profit is 

a loss to somebody else, whether it be the consumer or 

the marketer. It might be there are many answers. It 
might be that it would lead to monopolistic abuses for 


example. But I would like to know what they are to the 
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extent you have thought about them, whet are the reasons 
for the jobber being there? Forgetting for the moment 

you treat yourself as a jobber. Iam talking about the 
intervening man who has nothing but his own pocket book 

to ‘serve.’ Is there any reason other than thet he may 

serve to keep refiners from being guilty of monopolistic 
abuses? Does he serve any cther purpose? 

I would say, iy Lord, in answer to that cuestion, ideally 
the intermediary is unnecessary and sometimes a nuisance. 
And ean expense’ 

Yes. 

Isinot ‘the underlying thought of bringing into being your 
oveanizatiow to get direct to the source of supply? Ts 

not that why you exist? 

Thetis quite true.’ Lf take it you are asking for my 
opinion. 

Your own personal views? 

On the general question. 

Yes? 

And not speaking now particularly as an officer of the 
co-operative association. 

No? 

I would say that ideally there will be no such intermediary 
person taking a profit for the service which may be performed 
perhans as efficiently by other pcrsons more directly 
interested in the manufacture and sale of the product. But 
in a competitive world, which tends at the moment to be more 
and more monopolistic, I would say until thet condition is 
corrected, the jobber performs a useful function in that 


he breaks down the monopoly. He is another person anproaching 
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the consumer and mobilising the Consumer's purchas- 

ing power in blocks whichmay be directed to one refinery 
or another, and where there is genuine competition between 
retiners or vroducers of any commodity, that does then 
become a useful function in society. 

MR. BRO.NLE: Can we gather from what 

you said, looking eat the position in Alberta today in 1939, 
that you would prefer to see the jobbers in business than 
out of business because they break down the monopolistic 
control to that extent that uther people, jobbers, have 
contacts, with ‘the consumer. Is that your view? 


That is my vier under Present circumstances. 


MR. FRAWLEY: How? 
Trt: CHA TAMAN : yes? 
MRe #AAWLCSY ¢ Hom de 6) tne 00S mes iB 


Alberta, as we know him and «es he lives and functions in 
Alberta, how does he break down the moropolistic control, 


if there be any or any tendency towards one? 


MR. BROWNL=E > By controlling consumers. 


i have. already stated, My Lord, thet by gathering a block 

of, persons under his own, business arrangement, he is in a 
position to go to a refiner - we will assume that there 

are in the Provinee of Alberta and have been some refiners - 
there is the Imperial and the Britisn American and smaller 
tefineries and the jobber is in a position to go to the 
consumer and gather him under his organization, tmt is, 

by building un goodwill at local points through certain 
agents, Jif the, jobber, for instance, has one hundred agents 
in the Province of Alberta at one hundred different points, 


that jobter has a goodwill among the consumers at those points. 


ea VIE MAR uc CK ae i 
ry ne a als welt - 


ee Nic NR AEDT 8 C7 ee 
‘Kennteoiht alee, Me dentin aft Bate a olgsne je aa 


ra, nied coach a Quinn eene! arene a: ‘rewod | Belk ren 
; “f vee a Pe: 1g an 7 ra Fn ‘ ed Care Sa One rs oP = Pe we Ns oe rf 
r re : We - — - 
heck + rs F ud. ey. e 38 omen : 4H bo Be wnettene 20. , ee i" 


; TEAS 4 wr } he "143 bine: yak! ae, ereetern.. 7) 
se ee av let Ceee ee a ; ie 
ik ; ee iat r ‘ » @ 
é c ; . "4 4 BM - ij : 
tlede of nahn, dla eapeed | OUe 


pM ORR GR Ri 


a 
a 


tye ds a.¥ | sii Lea 
Bs eg) wee’ | » wed Leo, sad be, ApTASOS ar all a 
Be eae ce) ye Wem yas ; : itt: 2 
oe aay bea F ¥ . bal ik. ~ a: 4 “Ta? @ ts ral tie VOY Aas - 
J ® oe th a hw 7 m BOF as es > ; . 
- Reena, fo4s.5 © Sees bl 1 a nuts) mF : .¢ 
Beet oe Roe 2 ‘ 
eta es Cua ee : j ul Se ' ¢* 
os een Weinhe ) vert? enuened eaarigud 70. Re 2s a a a] 
i Hey 5 aah, ws ; : i aT j : 2 . ; 7 [ 
: ees cee e Saath -eeetae Salt oF AGRPMOO —  ) ¢ 
- oie ’ . A , a ‘ : 
ree tte 5 ‘ i ° 
oo £ > hd foes fOp 
* ae Sey r e 
J 5 
: : * ‘ 
a 4 be wh et Ta : 
. @ See T —— 
. } oi ae Lrwke 
- 
» “” . yo ear rf) 
- v a 
ae 
on i ’ 7 
~ } Yor iM lay sul om 
’ ne : 7 
7) ~ 


= . : ‘a witd: eon. ow. sa. eered ie 


aod ,artedD:.. 


ut wo, ah eae, easements nog oa, 


' ‘ { . i >. ‘ee ‘ 


4 


TS Pies & OF (On Be ii 


“ 


re ans 


iia Di at 20 cs. aay @t.8 
ee: 2 fied ey au “i ey! 


fas anita Yy 
a art ore aod br AS Bie ines 
af aie ‘s mais eh 


“eh etek ring em ebted Li to. eka agit. hoe 


Fant 
Le : 7 
”, 

7 

AS 7 


toy 


i ead erro ? cat | 
} 4 . ty m i y 


FT do) ah 


iAw Fy int 


a, oe 


6 -~ 12,048 + 
N., Ff. Priestley 


He achieves a throughput of we will say an average of 

29 or 30 or OM thousand gallons per annum at each of 
those points. The jobber then having one hundred times 
that average throughput of 50 thousand gallons is ina 
position to go to the refinery in the Province of Alberta 
and say "Now what is your price for me?" 

Yes? 

To the extent that that mobilizstion is perfected, he is 
a@ genuine factor in the situation in the Province of 
Alberta. 

Q MR. BROWNLE®: And may beosome an increa sing 
faetor in future years to the extent that he mobilizes that 
body of consumers. 

Q MR. FRAWLEY: If the North Star 0il Company, 
a jobber of the Imperial Oil, do you suggest that the North 
Star first goes out into the Leduc district and mobilizes 
these local farmers? Let us assume that. There has been 
nothing here to indicate thet, he did anything more than 
go to Leduc and set up his stand and go out ang find some 
gallonage. Let us assume he got a group of consumers and 
we called thet his Leduc gallonage. He goes to the Imperial 
Oil and gets the jobber price. ‘ihat does that do for the 
Leduc consumer that buys fram the North Star, in the cold 
facts thet we have to face? He buys on the same basis, 

He pays the North Star thet which he paid the Imperial Oil 
before the North Ster went there, and afterwards, and so on 
ad infinitum? | 

A I would suggest, My Lord, thet we are here in a pioneering 
area where the petroleum industry has developed along 


certain lines. There is no assurance that ten years from now 
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there will not be some geiuine type of competition, 

the same.tyre that exists in the United States, in the 
Province of Alberta. If the jobber is eliminated, there 
will. be less likelihood of it takine place. 

You say dealing with what we have in 1959 there is no 
competition between the jobber and the direct marketer? 
well, I have seen since,.we went into this business a 
number of persons starting in business as jobbers who 

have now become very effective distributors of fuel oll, 
and they do cause some trouble to the major companies, 
How? Thetis what I. am interested in? 

In price. 

Now, Mr. Friestley,where ee this competition of the 
Pooper (Rei ectod ise In was price structure of tae 
Imperial Oil which governs the situation in Alberta? 

en Laie Cel Cay Wall tT cam say is that since we 
undertook, our, contract, with the Maple Leaf Petroleums 
Limited there has been a 6¢ or 63¢ decrease in the price 
of 3 Star Gasoline end its equivalent in the City of Calgary. 
Oh, yes. You have not analysed how much vf that is due 
TOLL SO. ties TeCUC Lom im the price of Onude an Turner 
Vel Leva 

No. But I see the tendency. I do not Know what part the 
jobber. plays, in, that tendency. 

Are you. suggesting, then, and certainly I invite, your 
suggestions, do you suggest that the Maple Leaf retroleums 
Limited, your jobber, has had anything to do with the price 
reduction that was posted by the Imperial to which you 
have. just, referred? 


Mell lL wold mot say that they were e\ major factor in 1t. 
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I would say that in their relations with the consumer 
through ourselves they reflected a desire of the consumer 
for a lower-priced product. We must remember, My Lord, 

that there is a constant going to and fro across the 

interma tional boundary. There is a feline among consumers 
who travel across there and occasionally get cheap gasoline 
that we are being required to vay too much in the Province 
of Alberta. And coming back here, he talks to his neigh- 
bor. His discontent is evidenced in our organization from 
to time. 

Q Yes? 

And we pass that discontent on to our supnlier. Our supplier 
makes known our desires along that line, and we may have been 
some what of a factor in the price reduction. 

Q Well now, what you say thoueh is essentially thst Montana 
gasoline coming in, that free interchange of products over 
the international line may have borne in upon the person who 
fixes the price and he may have listened to that and amended 
his prices accordingly. Surely your company would be nct hing 
at all but simply conveying the information and TF suppose 
the Imperial Oil themselves are very, very much alive to 
what that Montana competition is doing and of their own 
accord, without the slightest regard to their jobber acoounts, 
will adjust their prices accordingly? 

A I would not confine it entirely to the importation of 
Montana crude. 

What else, then? 
For instance, we hed for many years the Imperial Oil Company 


was the only refinery in the Province of Alberta having a 


cracking process. 
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Yes? 

They imported crude. 

Les? 

And the presence in Alberta af a nantha field, to which 
farmers could go and take delivery at the well head, no 
matter how badly it stank, had something to do with the 
PriesyTedauciion., 

That. is fine. That is another one? 

And then the discovery of a crude oil pool with a 
potential,outp ut-of 60.or 70 thousand barrels a day, had 
TUT Ler telco, Wi Thi. 

Os gael Cae * 

4nd the, general,depression .of,farm products prices, 
for.instence, and) the feeling. that there is a great deal 
of unrest among tne puplic, that might have had something 


Oe Cia Td ede lis 


Q@uite., But would not all.these things have been just as 


Selive end etlective.if the: Imperial Oil and the Bbritden 
American had been marketing their own product without the 
intervention of jobbers? Surely all those things you have 
Men UhGUEd cis oa» ae Oe 

I am not sa sure. There are contacts with the public. 

Now take for instance in a particular village in the Province 
of Alberta, there are just the Imperial Oil and the Britich 
American, the two major companies of Canada. It is conceiv- 
able that they would be, and there might be of course, a 
feeling of a pure mononoly growing up among the people of 
FUG soLecraouw voll? they Teund thetwihere were no ditter= 
ing conditions from those which existed in other communities 


round about, they would have no grounds for special unrest, 
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and special resentment against these two companies. 
But if there were in that village a number of other 
agents actively going out among the farmers of the 
district, for instance, the consumers of the district. 

Q Yes? 

A Suggesting that they buy from them, would there not be 
a tendency to price reduction? 

& well, Z would think Mr. Mackenzie for instance - now we 
are dealing with these names because they are typical 
of course - if Mr. MacKenzie went dut into the Leduc area 
and telked prices, forgetting the Imperial Oil price struc- 
ture or’ the British Anericany his supplier, and talked 
prices to the farmers, and made himself felt as a factor 
in the marketing structure that way, then I say with 
respect there might be some point to this suggestion you 
are making. But what has Mr. MecKenzie done to the price 
structurelin the Provinces iof “Alberta except to follow 
religiously the srices laid down by the Imperial Oil from 
day to day? 

I am not speaking of Mr. MacKenzie. 

Q Any one of them. I only mention that to facilitate cross- 
examination, thet is all? 

A I would say, for instance, there was sine evidence given 
you yesterday on the question of standardization, and is 
it not a fact that various types of trucks and tractor 
engines in this province, thet there are a great many 
opinions as to the value of certain fuel oils, and in the 
lower range price quality, there has been very active 
competition. 
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Very active compvutition. 

Yes? 

Competition which has had its effect on tie price of the 
standard brand. 

Thet is right. Who supvlied that competition? 

EF would say the jobber has had much to do with it. 

And I would survgest the independent manufacturer, the 

Gas & Oil Products and the Lion Oils Company, supplied 

that intense competition on third structure gasoline and 
tractor distillate you speak of. I think that is history. 
But I am talking about the jobber who buys every gallon of 
his product on the refinery and goes out into the field and 
competes side by side with the refinery. JI am asking you, 
like tre Chairmn, what is the function that he serves 
except to himself? But to the consumer. ‘ihere can you 
put your finger on any benefit to the consumer from the 
particular - not the ideal jobber operation that you 

speak of existing in the United States, we have to pass 
from that - but the jobber operation we have in Alberta. 
Where he delivers from January to December on a long-term 
cont act and gets all his supplies from a particular 
refiner and follows, as we all know he follows, the Imperial 
Oil price structure. Where does that particular kind of 
jobber, and not the jobber who buys here today and there 
tomorrow as they do in the United States, and who probably 
does not follow the major oil company's price structure - 
but this particular jobber as we know him in Alberta. Where 
has he benefited up to date the consumer? 

MR. BROWNL™E: Is your answer in the hope 


of the development of the thing that they now have in 
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N. F. Priestley 
the United States? 

ty MR. FRAWLEY: It is a long-term thing, 
something in the future? 

A Tr am-interested in’ thet. 

Q That is your ansver? 

A I do not know, Mr. Frawley, whether you have in mind 
Sole COMpany, some particuler’joboine fim- 

Q No, just jobbers as we know them, the North Star, the 
Canadian, the Union, the MeColl-Frontenac and the Maple 
Leaf. The B. A. has MacKenzie and the Bell Refining Company. 
The Texas Company has the Artic? 

A 1 Gan certarnly say,’ Without Tererring spe citically’ toemicse 
by name, that there have been in the course of several years 
Past, instances in thet list that Nave been active “in 
competition on price. 

q Active 7 in competition on prite?y Are’ you referring’ to em 
SUructures Or OnLy third Struc ture’ 

A IT woule say in all structures excepting ‘%thyl. 

Q I would like to know about thisid That is what I am 
interested in. When you say active competition, where 
have they gone out and established a new price’? 

A I would say for instance right off the bat that the 


segregation of structures has not been well defined until 
very recently. Premium and "4" and the third grade gasoline 
have only recently come to be identified as such in the 
Mind of the ordinary person and even amone neople in the 
buginess were not aware of these classificstions until 
relatively recently. 


But where now have these jobbers of the tyre I have instanced, 
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where have they gone out and made a new price? That is 
the thing I am interested in? 
A Iam free to confess I do not know of any price reduction, 


anything much below the posted tank wagon price in Ethyl 


am Th tt H 
C2, That is standard, yes? 
A But in respect to tractor gasoline. 
G Yes? 
A Which is a very importent part of our own business, we 


know positively that there has been a ereat deal of 


price competition? 


Cy By whom? Supnlied by whom? That is what I am interested in? 
TH CrLal RALAN : nes the jobber done any ori. 

Q MR... FRAWLEY: Or has it been the refiner? 

s) TH CHATRMAN: Has Mr, Plotkins or has 
Mr. Mayland been very busy providing it? They are refiners, 
and that is what Mr. Frawley wants to know. Canyou speak of 
any) Gieinere jobbers or any other jobber that has effected 
the price? 

A Certainly there are two among the list aited that have 
done that. 

Q WR. FRAWLEY: Who or those Ll havereiven 
you, who? 

A IUCMNOAS Ves yicarawh. Boat. . 

Q), You canhbetivery) frank, Mr. Priestley.) There is no’ reason 
not: towbe? 

A The reason I do not want to segregate them is there may be 


Opens). 
But if you know of two, I would like to have them’? 


A I would say the Great “Vest Distributors and the Bell Refining 
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Company, two of which you have cited, have definitely 
competed in third structure gasoline. 

Q Thateis,the Great Vest Distributors and the Bell Refining? 

A Yes. 

( phogeueresrownreatéAy jobvers? 

A I know more about them than I know about the others, and 
that is why I cited them. 

Q I would like to have sopie instance of it, because that 
is what I am interested in, and we will try and analyse 
it.fully end follow.it through and find out just the causes, 
Mr Mackenzie LS.coming “to elivel evidences mesic. weet 
2ZR.e BROWNDLER: Are you confining your 
question To gasoline, or do you include lubricating oils, 
because brokérs handle both? 

MR. FRAWLEY: I am merely talking about 
gasoline, but the Commission embraces lubricating oils. 
It is third structure gasoline and tractor distillatesyou 
are’ speaking. of? 

A Yes,ued cannot state, a particular date or case in which 
this happened. 

Q I am coming back to what you said a moment ago, what you 
meant to convey was that if the Great West Distributors 
and the, Bell Company went out ana set a competitive price 
of their ow that they were not being basically forced to 
deuit by the two local refineries, the Gas & Oil Products 
and the Lion Company. That is where really that push 
came from? 

A I would say that the push comes from the farmer in the case 
of third structure gasoline, because it is know and well 


known that he has in the past sought cheaper products 
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even to his own detriment in some cases by visiting 
Turner Valley and by mixing naphtha with heavy distillate 
and so ome 

C Yes, we knowsebout that.on But that competition, I suggest 
to ,yousovascs.factor in forcing the Imperial O11 Company 

1 pect 
itself to lowsr its third structure price was the competi- 
tion that the’ Impsrial Oil received from the Gas & Oil 
Products whenitheyl firshipucethird structureson tremmarket, and 
resulted in the Imperial putting its third structure price 
away down. I want you to tell me if you can where essentially 
on their own eccount the jobber, the pure and simole jobber, 
put the price of any structure of gasoline down, on his own 
account? 

A I do not wish to be evesive. I do not wish in any way to 
be thought evasive. I am not interested in the business 
arrangements of this company and I cannot cite then. 

Q, it bSynogubpealiy~tainr to pressiyou any fupther. «1 thought 
that you did» Because I value your views, Mr. Priestley, 
because of the people you speak for and your experience 
in this business. Is ee anything more you can say? 
Iomade a note that you said you: believed that.a jobber was 
a disturbing factor. FE presume what you have been saying 
just now is an elaboration of that statement. You feel 
hevlsnardisturbingewwaclor? 

A Yes. 

I suggest to you unless the disturbance might be reflected 
lnworpceaencduction, Licanvotothinivof any differences 

A As previously stated, My Lord, I am not here to defend 
the jobber. I have ben asked for an opinion on the 


matter end I have expressed it. And I feel thet we cannot 
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confine our attention entirely to 1939. as one who 
is making some study of the price structure of petroleum 
products in the United States, I would say that there 
might be a Useful function performed by the jobber in 
this province. 
rn the Tuture? 

A in years to come. 

G You say "Let us suffer him for the time being, he may 


be of stme good to us." 


MR. NOLAN: He did not. say that. epeaiise 
MR. BROUNLES: He has not made that statement. 
a) Mr. Priestley, can we sum up the question somewhat differently 


this way, thet from the time the gasoline is manufactured 
Unvil Lie is cold there are two, distinct factors., Onitne 
one hand there is the manufacturer and on the cther hand 
there is the big body of consumers; at the present time 
we may have something in the nature of a monopoly with 
respect to manufacturing? 

A AM s Wan rd mci eect ale vies 

C And that the reason you want to see the jobber preserved 
in the picture is you do not want to see that mononcly 
extended or strengthened by the only and sole contact or 
easy contact with the consumer, is that your view; and that 
you think to do away with the jobber would be extending that 
monopolistic control, which at the present time largely is 
there in the refining end and it would be extending that or 
strengthening it by giving sole contact to the consumer? 

A Theaters whet we thinke, © gocnot, think tn would oe. an 
advantage to the consumer in Alberta if there were only two 


major refineries and one or two smell refiners, and no other 
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marketing agency. 


And may we also raise this question, that in looking 


= 
x 


et the scheme of distribution of the commodity in Alberta 
that price is not everything and that quelity of service 
accounts for a great deal? 

And that possibly in those factors of quality of service 


the jobber, the so-called jobbers, may have been quite a 


factor? 
A #’ would think So. 
q, Poseaiverete, yo Size up your opinion for what. 1t TS) worth 


and after such study as you have made thet you would rather 
see the jobber preserved in the picture in Alberta because 
of what might hanpen in the future and his effect today? 

A That is always providing my Tirst premise is not in the 
Pp. oouUre. that ts the psychological GONG TULOTM. ses sees 


Pindersvand thave’ think you also say in’ your’ written 


& 


statement that you do not think that the presence of the 
jobber in the province has substantially increased the 
price ‘to’ the consumer or has been a factor in increasing 
the price to the consumer? 

A IMdas Ot WHI nt he's’, 


And I suppose that you do not know of any evidence of any 


kind which would indicate the jobber has not been a factor 
in some of the vtrice reductions. In other words, there may 
be an assumption he has not, but there is no proof that he 
has not, so fares you, know? 

A No evidence has been presented to me to that effect. 

Q Without some evidence to prove that he has not been a factor 


of that kind, would you prefer he should not be disturbed? 


A ev 1 SO% 
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N.F. Priestley 


MR. BROUNL'E: Now, My Lord, do you wish me 
to go on any further now? I do not know what your practice 
has been but I understand you have been in the habit of 
adjourning? 
TH CHATRILAN ; We will have a recess now 
and when we return I propose to ask Mr. Priestley --unless 
it ~comes up later in his bricf - what he thinks about 
standardization which I wus discussing with a Witness 
yesterday. 
MR. BROWNLUE: I may say, so you will 
understand what this Witness's testimony will be, we go 
on from the question of the jobber first to the number of 
distributing and the over-lapping of distributing outlets. 
Zhen we deal briefly with the co-operative movement, as such, 
and then we deal specifically with the contract with the 
Maple Leaf and then I propose to ask the Witness what the 
attitude of his organization is with respect to standardiza- 
tion, and I propose to ask the Witness what his views are 
with respect to the barrel service which was discussed 
yesterday. I propose to ask him what his view is with regard 
to free delivery service. That is all we are here to 
give evidence today on. I thuught I would state that now 
so that you would understand just what the evidence will be, 
Th CHATHMAN ; Very good. Then we will take 


a short recess now. 


(Go to Page 12,061 °) 
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MR. PRIVLEY’ Mr. Chairman, please, 
Mr. Davidson has everything to file now so that he 
himself personally can be excused. He has two or 
three things. 

FREDERICK JLEZNDER LY.LL MwCLwG..N, having 
been recalled, examined by Mr. Frawley said: 
Wilh) yous Just,tell us what they are and we-will file 
them, the first is what? 
4» list of trucks financed by the Maple Leaf petroleum 
as enown on Exhibit “ole%.. 
MR. FRAWLEY: This is a statement of 
trucks financed as of the lst of December. 1938. 


(ST, TEMENT PRODUCED HERE 
MIRKEDisS) BRAIBI Py beara 


Mitten dl ha LY 3 and the next? 

MRe DA VLDSON: ; This is really an answer to 
question number one as asked by Dr. Frey but it is 
Maple Leaf Petroleum Limited, the following data 
summarizes principal physical equipment and personnel 
employed in our dircet marketing operations in the 
Province of jlberta as of December dlst, 1938. 

ow you esk for more copics than I am giving you there. 
There are five there. 

MR. FRAWLEY: I think these will do, 

Ths Wild be Behiolt a's» 

THE OH. TRMoONs Exhibit "524", 


(STATEMENT PRODUCED HERE 
MiRKSD 1S EXHIBIT "524") 


MR. FRALEY: 4nd the next is what? 
This is the tank wagon prices at the Maple Leaf agencies 
as of Jankory.5th, 1938. | 


 (ST..TEMENT FRODUCED HERE 
SMIRKED 3S EXSIBIT "525".) 
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Q Yes, what next? 
Phe tank wagon prices at Maple Leaf iigeneies as at 
June 21st, 1938. 


(STATEMENT FRODUCED HERE 
MiRKED 1S EXHIBIT "526") 


Q Yes? 
d {nd tank wagon prices at Maple Leaf sgencies as of 
September 9th, 1938. 


(ST,TEMENT PRODUCED HERE 
MiRKED JS EXHIBIT "527") 


Q Yes? 
Fa) Phose are all. 
MR. FREWLEY: Thank you very muche 
MR. D..VIDSON: Do you think that is all you 
may want? 
MR. FRAWLEY: Yés,°1 think that is aL. 


MR. BROWNLEE: ll right, Mr. Priestley. 


NORMAN FLOXM.N PRIESTLEY, 

having been recalled, examined by Mr. Brownlee said; . 

Q Now Mr. Priestley, I think you had done your reading 
fo the end of the first paragraph on Page 1é, will you 
proceed from there, unless there is some other question, 
Mr. Frawley? 
MR. FRuWLEY: Noe 
THE CHAIRMAN: I have just one question before 
we leave the jobber matter, I was wondering about, take 
your own case of tho Maple Leaf, if the Maple Leaf makes 
a profit, the Imperial Oil enjoys two profits, does it not, 
with respect to the preducts sold to your people through 


your organization? 


eee 


' 
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A Yes, a refining profit and a distributing profit. 

Q It makes what profit it would make selling to the 
jobber and it makes the profit that the jobber makes 
in selling to you bocause it is a wholly-owned 
subsidiary; is that»right? 

A Yese 

Q Why would it not have advantaged you to have dealt 
directly with tre Imperial? 
MR. BROWNLEE: That problem is dealt with 
here later un, My Lord. 
THE CHa IRMAN: Sll right. Perhaps I. had 
better. let you proceeds 
WITNESS; Yes, I may say that we deal 
at some length with the question of why we dealt with 
the Maple Leaf instead of the Imperial. | 
THE CHATRMAN: There is one more thing and 
you can tell me if you do deal with that, Mr. Brownlee, 
and that is, what are Mr. Priestley's views, at least 
we would like to have Mr. Pricstley's views on the 
selling of gasoline, which is exactly the same product, 

under a trade name, for example Maple Leaf built up a 

business we were told by manufacturing Montana rroducts, 
they came up here and they now sell Imperial gasoline under 
that name tec your people through Mre Priestley's organization; 
every jobber,as he is entitled to under his contract, works 
up a name of his own and the public think they are buying a 
different and a better product, depending upon the amount 
of puffing which goes on about it, do you think they should 
know what they oe buying, do you think that it should not 


beé a matter of salesmanship but cf quality, measured by 
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some proper yardstick? 

A De you wish me to ansver now? 
THE CH: ITRMAN: Do you deal with these trade 
names at all in your brief? 
MR. BROVWNLER : No, we co not doal spacifieally 
with that although that was one of the questions which I 


intended to ask but it is just as well to do it now. 


THE CH.LRMIiN: Not unless you prefer. 
Q MR. BRO VNLEB: Quite, all right? 
ii I may say that I was impressed yesterday by the question 


you asked in respect to standardizaticn, My Lord; our 
organization some years ago at annual convention assemblod 
passed a resolution asking the Government to set up 
definite standards. 

Q When was that, Mr. Priestley? 
I cannot give you the exact year It is some years azO0e 
MR. BROWNIEE: Somewhere around 1935 or 1936. 
MR. FRAWLEY: It was about the time the work 


was undertaken by the University and never came to any 


fruition. 

A Yese 
MR. FRAWLEY: 3 Lot of work Was done. 
THE CHAIRMAN: You think it was when, 


Mr. Brownlee? 

MR. BROWNLEE: I think it Was somewhere ground 
1935 or 1936, 19435 perhaps. 

WITNBSS: I think it was 1934 or 1935, 

I am not just sure. 


Q THE CHALRMAN: Yes? 
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d 


dod 


fnad I would say speaking personally that it is very 


desirable, perhaps more desirable in this field than 


in some othor fields in the pstrcleum world, in that 
wo have, had at least, and have now to some oxtent the 
factor of raw gascline and in respect to the third 
structure gasoline there has been no distinquishing 
quality and there is a great deal of looseness about 
distillate and tractor gasoline and tractor fuel; the 
farmer thinks he is getting something and he does not 
know what he is getting. I think it would be advantageous 
to all persons who are definitely in the industry as 
Hoaaras the occesional trucker, for instance, or persons 
seeking to make the maximum profits on some momentary 
sale, on an individual sale, it would be a definite 
advantages to the industry, and certainly a great advantago 
to the consumer, if the vendor were require to rate the 
fuel as having such and such an octane ratings 
MR. BROVWNLEE: You mean ty that, maximum or 
minimum ratings? | 
Yes, have a certain minimum for a certain prico or a 
certain standard. 
THE CHAIRMSN: So that the farmer, would know, 
from whomsoever he bought or wheresoever he bought, he 
was getting a preduect which was at least up to a certain 
Sradanad , 
Yeso 
fnd the competition between competitors could pass 
that standard? 


Yes. I would say that thore is somewhat the effect of 
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va 
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dd 
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standardization how in respect of Hvhyl of ccurse 
because of the requirements of tho Ethyl Corporation 

in respect of Ethyl gasoline and in respect of "Q" 
gasoline because of the general tendency to ethylize 

the "Q" gasolineée 

But we are told that there are not the same requirements 
with regard to ethylizing the standard gasoline, the 

"@" gasoline as they have vith the Ethyl? 

No. 

They have not the same strict concern? 

That is true but trade journals and conversations such 
as I have had indicate that there is a general tendency 
to lead standard products to a much higher amount than 
previously; in fact the whole tendency is such as to, 
in my humble opinion, to rather rob the Ethyl Corporation 
of some of the benefits of its organization. 

MR. BROWNLEE: In any event, with regard 
to standardization, the convention has gone on rocord, 
and it completely supports the idea? 

Yes. 

and endorses the principal of standardization? 

Yess 

Of certain gredes? 

Yeas 

Now you heard what His Lordship had to say, if I have 
correctly gathered what you said, My Lord, you wish an 
expression of opinion as to the propriety of having 
started out under a certain trade name, Maple Leaf, and 
using a product thst was originally sold from one 


refinery and then continuing to sell another product 
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under the same name and what is --- 


THE CHAIRMAN: without making it knowne 
os Without making it known to the producers? 
THE CHAIRMAN: To the consumer. 
Q MR. BROWMNLER: To the consumer I meant. 
THE CHATRMIN: Yes. and my thought is, 


Mr. Brownlee, I have not in mind particularly your 
organization and its activities at all. 

MR. BROVWNLEE: I understand it is just 
the principal. 

THE CHAIRMAN: Let us say that it is the 
Imperial gasoline or the Be &£. gasoline, as it is 
well known, and it is advertised under the name 

"XYZ" gasoline, is it right that overnight someone 
\Ysing that "XYZ" prand goes to the public and sells 
WXYZ" gasoline when it is something wholly different 


from the product which is known under "XYZ". 


MR. BROWNLEE: Well now, Mre Priestley, -- 
THE CHiLlRMIN: Is it nos a false pretense. 
MR. BROWNLEB: You are seeking, My Lord, 


Mr. Priestley‘s answer to that question. whether it is 

@ proper practice? 

THE CiisIRM& N: What his view is about it. 

I am not suggesting for instance that your particular 
organization's product is not of the same quality and 
perhaps better than what the Maple Leaf put out from 

its Coutts refinery. 

WITNESS: Yes, 

THE CH.,ITRMAN: But it is not the same and I 


just want his views generally. 
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Q MR. BROWNLEE: what have you to say to that, 
Mre Priestley? 
Li Well, My Lord, E do not wish to pose as being over pious 
or anything like that but I am adverse to decciving 
practices and an examination of our advertising over the 
last many years will show ennelusively that ve have not 
made any song about the quality of our gasolines or fuels 
and I may say that where f hear it done, I have many 
reservations. 
Q MR. BROWNLEE: Do you mean by that, I do 
not want you tc be misunderstood there, Mre Priestley, 
you do not mean by that that you have not advertised it 
as qa good first grade? 
JA Noe 


But you have not advertised it as by octans? 


& 


Ls No, I was just going to say that we have assured our 
customers and the general public when we attumpt to 
secure their business that we are handling a good, 
first class product, equal in all respects to any 
prodact on the markct. That is as far as we go in 
boosting the quality of our gasoline and in answer to 
your question I would say if there were qa standardization, 
a category of standards and there was a distinction 
"premium octane gas", "standard gas", "tractor gas" or 
any such sct of names, that then a co-operative attempting 
to enter a highly competitive field could carry on its 
business under thoso circumstances without attempting to 


give a particular name or brand or at least a quality to 
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its own gasoline or products but I find however --- 
THE CHAIRMAN: Thoy would have the assurance 
too, it would be an assurances, would it not, without 
engaging exports, analysts and the like, it would have 
the assurance that it was within the range of what it 
was buying to a minumum at least? 

4 That is truc, but we would then be under the necessity 
of saying to our customers, to our farmer mombers, 
"Buy Co-op gasoline". Now under those circumstances 
we have to give it a name to distinguish it from other 
namés in order to do our trade talking and to hop from 
one to another is to destroy some of the sales efforts 
of past years. We would have had a lot of explaining 
t> do, for instance when the Coutts refinery was closed, 
if we had said "Now we are no longer marketing Maple Loaf 
gasoline, although wo are marketing through the Maple 
Leaf Gompany, we are marketing a gasoline produced in 
the Imperial Oil Refincry". Now any intelligent, well- 
informed person would have known from the beginning it 
was uneconomical for us to bring our gasoline from the 
Maple Leaf Refinery in Calgary to points north of Calgary 
as compared with our ability to buy it at Calgary, so 
much nearer the point in question, but the general public 
is not well-informed about these matters so we have conformod 
to the practice of continuing to call our gasoline, no 
matter where it is refined, by the name of the company from 
whom we buy. The Farmers Union Central Exchange, if I 
am correctly informed. and the other co-operatives that I 


have studied, buy from various refineries but they are 
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now calling their gasoline "Co-op Gasoline". They have 
securod protection for the namo "Co-op" under the 

National Co-operative Ineorporated and the National 
Co-operative Incorporated makes contracts with refineries 
for gasoline, for many co-operatives, many of the large 
regional co-operatives. They have all joined together. 
They have pooled capital for the National Co-operative. 

The Midland Co-operative for instanee and the Farmors 

Union Central Exchange, as I have said previously, are 

each working in the Twin Cities, St. Paul and Minneapolis, 
they do not overlap a great deal but they do a little 

but they both sell "Co-op". One sells "Farmers Union 
Co-op Gasoline". The other sells "Midland Co-op Gasoline’, 
using various names, just as we name ours "Ethyl Maple | 
Leaf" and "Maple Leaf" and "glta Gas". Now how could 

we do otherwise undor the present system unless a set of 
standards is created which is authoritatively designated 

as such, eliminating the necessity for a trade name, I 
cannot see. 

THE CHAIRMAN: In these cases where the 
co-uperative associations in the United States are 

selling what they call "Co-op Gasoline", I suppose 

they have gasoline made aceording to their own specifications 
by the refineries? 

YeSe 

They know exactly what they are solling under that name? 
Yes a SlSyen they, in aword brand, under competitive 
conditions, have to designate their various grades by 

name in order to distinguish them from their own particular 
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THE CHaraMaN: Yese 

Q MR. BROUNLESS Mr. Priestley, your: organiz- 
ation is somewhat different from the ordinary organization 
in this respect that you hold an annual convention every 
year? 

A Y6Se 

Q and the delegates come to that annual convention from the 
locals, that is where you have your members grouped, in 
locals? 

A Yes. 
MAJOR LIPSSTT: Are you speaking now of thie 
parent company? 
MRe BROWHLEE: Well the convention t-kes place 
at the same timee They take a day, is it not true, 
Mr. Friestley, they take a day or.a half a day, The 
United Farmers of Alborta, in order to discuss the 
affairs of the Co-opcratives? 

4 They present an annual report to the annual convention 
of the United Farmers of salberts, the parent body. 

Q And there is an opportunity given at that convention to 


discuss the business of the cu-operatives? 
3 Thoroughly 
Q And amy question such as the question of where you gct 
your gasoline supplies can be raised and there is no 
attempt to disguise from the convention or conceal from 
the convention any question whieh they may seek to ask 
along that line? 


Ly Certainly not. 
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) And in the same way your other supplies, binder twine 
and so forth, you are equally frank to your delegates 
stating the place of manufacture when it is asked? 

Sb Yes, I may say in reforenee to the first question, 


Mre Brownlee, it was not clear to us as to what the 
connection was between the Maple Leaf and the Imperial 
in the first instance. 

Q We deal with that later in the brief? 

Yes, but I want to be clear on that because we may have 
made answers to questions at our annual convention at 
that time which now with our greater knowledge might 
appear to have been incorrect. 

Q And in your advertising your representations toyour 
customers and your members, you have from the boginning 
simply assured them that you were selling them a 
first rate grade oF gasoline? 

F:) Yes, 

Q 4nd the guarantee to your particular purchasers is the 


standing of your organization, your parent organization? 


b Quite. 
MR. BROWNLEE: Any further questions on that, 
My Lorde 
THE CHAIRMAN: Nos 

Q MR. BRO WNLER: Then proceed with your reading, 


Mr. Priestley? 

Q MAJOR LIPSETT: Mr. Priestley, just before you 
start, you mentioned in connection with Ledue a feeling of 
unrest in reference to the oil monopoly and you indicated 
that the number of jobbers in Leduc, apparently indieated 


that there was competition? 
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Yese 

Now, we know that three of the jobbers in Leduc are 

acting on behalf of Imperial Oil, the same gasoline, 

do you think that that crcates any real competition 

as far as those three jobbers are concerned or do you 

think that it holds out to the public any idoa that 

thore is competition when in fact none exists? 

Well, I take it there are two Imperial jobbers and one 
British American jobber at that point. 

Lsathabe right? 

MR. FRAWLEY: Two Imperial jobbers and 

the Imperial itself, perhaps that is what you meane 
WITNESS: No, there is also the 

Great West Vistributors. Ledue was cited, Mr. Commissioner, 
just becuase it was up fcr discussion here. i have no 
particular knowledge of Leduc other than what I have 
gathered since I saw this chart prepared by Mr. Frawley 

but if L gather your question aright it is to the effect of 
that which we were discussing before reeess --- 

Yes, as for instanec, whether the two Imperial jobbers 

at Leduc. -~~ 

YeSe 

Created any rcal competition on the one hand or whether 
they aileviate the unrest by giving an appcarance of 
competition, whether it does cxist in fact? 

YeSe Well, I would say in respect to those particular 
three jobbers, that there is probably no price competition 


at Leduc other than, that is no special price competition 
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brought about by them but as to there being any design 
on anybody's part to allay any unrest vy setting up 
subsidiary organizations, I could have no answer to 
that question. 

Q Well, in the case of Leduc, do you see any justification 
for two jobbers at Ledue handling Imperial gasoline, as 
well as the Imperial's direct marketing organization, 
vhat is threes representatives of the Imperial at that 
one point. 

THS CHALTRMANS: From the standpoint of the 
public. The Imperial, of course, has three outlets. 

£ Yes, no special justification oxcept that there does not 
scem to be any final saturation point as to the number 
of agencies that can cater to the public in that 
particular town and so long as there are men seeking work, 
seeking an opportunity to make a profit, there will be 
an effort on someone's part, possibly some Turner Valley 
operator, possibly some man who is starting up with no 
capital and with an indifferent product he is buying and 
mixing, probably some person who is not desirable in the 
j troleum industry at all, there will be somebody that will 
come in there to open up anothor agency at that point and 
who will say, "Here is Leduc, that only has three outlets, 
a place where there are so many farmers, so many thousands 
of gallons of gasoline sold each year, that is a good 
place for mee LW Ls 2 O ilee ys SG someone anticipates 
that condition and it turns out that two jobbers of one 


company and one jobber of another company makes such a 
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@ecision. I cannot say as to whether that decision 
originated with the jobkrer or with the refiner. I 

have no knowledge of those matters but I would say that 
normally it would originate with the jobber, the jobbor 
having a free field before him says, "Now here is a 

place where I can go and do business, I will entor." 
Then, is not the fact, Mr. criestley, of the three jobbers, 
say for the one company at Leduc, giving the appearance 
that there is competition which in fact may not exist and 
in that way to keep out this free competition that you 
Say might go in? 

Phere is certainly competition as to services so long as 
there are three men whose families, who themselves and 
their families, have been earning, making a living in 
part or in whole out of the sale of that producte Thore 
is more active solicitation for business and competition 
in service, which is in effect a competition in price. 
Well is it a competition in price, I see the cospetition 
in service but is it sompetition in price if in fact the 
price is fixed by one organization for the three of them? 
Well i% is competition in price to the extent of the 
individual operator at that point is willing or unwilling 
to go out into the country and give the farmor who, we 
are coming to the question of free delivery now, who 
heeds one, two, three or four or five barrels on 
particular occasions at a certain speed ovor a certain 
type of road, under certain types of conditions, if 

for instance the North Star man, wanting to get the 


good will of a particular customer, is willing to go out 
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with a product, ~ it is tzue at the same tank wagon 
price as is set by the Imperial, - but is willing to go 
out where the Imperial agent, the Imperial Oil agent, 

to cite an instance, might not desire to go out, there 
is price competition to that extent. It is a saving 

to the farmer. T would say, Mre Commissioner and 

My Lord, that not cnly would there be a monopoly in 
refining but there would be such a monopoly in sales 
organization at such a peint that the individual person 
operating such a stativun would tend to be somewhat 
independent, to reduce his service to the farmer if 
there were for instance, going through the town of Leduc, 
I do not know the gallonage but we will Say a million 
gallons say and that was divided between the throe major 
companies, 400,000, 900,000, 800,000, and those three 
men operating at that point were making qa substantial 
living, that thcy would tend to say to Mr. Farmer when 
one wanted two or three or four or five Larrels "How 
about tomorrow, will that be all right", well the farmer 
would say, "I would like them out this afternoon, I 
really need theme" "Dh, well, tomorrow will be all right.", 
but because there are six outlets and those agents are 
seeking to make a living, there is a tendency to be 
prompt anc to meet the needs and desires of the farmer 

or other customer more promptly than would otherwise 

be the easée 

MR. FRawLey: The Gas Company gives 
excellent service and it has the whole field to itself. 
“oll, Mr. Frawley, My Lord and Mr. Commissioner, that is, 


I think, a totally difforont field, a totally different 
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field. 

Well, it is a public utility, I mean actually in law 

and in fact? 

Yes, but the Gas Company has installed equipment and the 
customer turds a tap and so far as receiving his gas that 
he wents it is en automatic processe 

Let us go the vhole distance then, your view would be 
that there. is no’ fieid for any such public “utitircy 
regulation in this Petroleum Industry? 

Ne, L would not go so far as to say that. 

You see you made the statement some time ago that you 
thought there would be actuslly a detriment to the 
consumer if the diroct organizations, tho direct refinery 


marketing organizaticns had the field to themselves in 
Leduc or in any other place, I think you used the word 
"detriment", now where would the detriment be;if it 

beeame too monopolistie and if there was a tendency to 

let down on services ~--- 

Yess 

Would not the true funetion for some governmental 
regulation be to see that the service was kept up, what 
are your viewabout that? 

My views are that it would be impossible. The Government 
ean only regulate to a certain point. 

-erhaps you have said all you want to say, but we would 
like to get your views on the record about that, because 

I put it to you if there was some degree of monopoly 


there would have to be some corresponding degree of 
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government regulation, would there not? 

& And I come back to my statement with which I prefaced 
this whole discussion of the jobbor, that if the public 
were of one mind in respect to these matters and there 
Was en absence of political ranecour and difference of 
opinion and the public were all mobilized behind one 
idea, that cf economy, that there could be a species 
of refinery, a type of refineries, I should 3ay, that 
would be effective in reducing costs and would bring 


more benefit to the consumer, 


Q But that is all too idealistic? 
& Yes. 
Q M3JOR LIPSET?: Mr. Priestley, with reference 


to Ledue, the case which we took or the example, your view 
would be, I take it, that all theso outlets would have to 
be operated by somcbody? 


A That is truce 


q ind that they must therofore adé to the total cost of 
distributing the gasoline, if you have three men omployed 
in Ledue instead of one? 

4 Yes. 

Q And each had a capital outlay, that that must increase 
the cost tu somebody? 


A That is unfortunately true. 
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You think that that is compensated for to some extent by 

a somewhat better service than would be given if the 

whole three outlets were operated by one refinery? 

Lad. 

Supposing that the result that you anticipated took place 
and that the public got less service if there was only 

one Imperial outlet there, would not the tendency equally 
be to bring in an outside genuine refining competitior 

and give you real competition? 

I think there would be that tendency. Rut in considering 
this problem we have come to the conclusion, in diseussions 
in our office, that there is really no limit to the 
ability of any person to enter an already occupied field 
and make €@n inroad into that field. For instance, if” 
there are at a4 given siding’ in the Province of Alberta 
aiready 5 elevators, we will say. 

Yes? 

That a sixth elevator being built will get part of the 
QuUsiness. “1 have seen it. I remenber a case particulariy 
where a man gat on the drive-way of a new elevator for 

One whole season and there was never a waggon went over 
the drive-way and he was not able to stand it. But the 
company put in another man, a genial type, into that 
elevator in the second season, and he went over and chatted 
with other elevator men and talked to farmers as they came 
in and showed no resentment whatever that there were no 
deliveries. He waited his time until an emergency arose 
and he presently began to get business and since that time 
thét company has shared the business which previously had 


been the prerogative of two other companies only. It seems 
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4s though that process can go on indefinitely, just as 

in the srocery business, for instance. 

THE CHaIRMal: at an increased cost to the 
public. set us teke your case where 5 elevators were 

more than enough? 

Yes. 

And &@ sixth one is built and gets his share of the business. 
Then the cost of the whole six immediately goes up, does 

it, noe? 

It does. 

rome body pays for that? 

Yes. 

THe Le tive pe? 

With one qualification, which is\ an undesirable condition. 
That qualification is that there should be, as we say 
POO te eh ba ee rer ere nee. CoV ma therm. there 
Shoulo be provision for maximum delivery requirements, 

We hayeé Seen in Southern Alberta wheres millions of bushels 
Cie Wreath werenenrecad Out on The | eround) ona farmer's, faetee 
subject to the weather, because there was not elevator 


2 


Gapacity in that locality to take care of it. 

Mi. GOMMISSIONGR aIrSh??:; There seems to be another angle 
i tie Gace Of tne elevators, that you gave. ou have very 
real competition from the farmers’ organization? 

Yes. 

You have also competition among the line companies 
themselves, to the extent that may be genuine. I assume 
Seo. Le Pon ane ry Bab. you take the gese or thisaoid 
industry, you just stated at the bérinning of your brief 


you could create no competition whatever as far as 


Pepininguend: tie. production end) of at is concerned? 
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Not at the moment. 
That. is what I] mean. In that case it seems to be a little 
different because while because of this competition 
the elevators might keep the charges down and result 
possibly, in the companies running at a loss, “in the ease 
of the oil industry that result need not necessarily follow 
and the increased cost is passed on to the publie in 
general’? 
OT .coures, items. de absorbed inia bessenine nf the 
Prato on 466 marp Of the rel ingens ofeani zation. 
Well. wien putting the Gase here they put it-on the ernound 
that there should be a reasonable return on the capital 
invany even. (oC in that case if there was incréeasedy coer, 
on that hypothesis, it would be passed on to the public? 
I hold very strong views which, perhaps, should not be 
exuressed Nere in respect. to..some of these matters . 
I think we are hoping for approved planned economy and 
that rationalization of these industries will have tn be 
attemptec in the interest of the consumer. I hold those 
Views very Geliniteliy... But 1 eam beine asked questions 
to-day about conditions which now exist where no definite 
plan along these lines is contemplated. 
Of course, as far as this industry 1s concerned, Mr. 
Priestley, Lam oniy expressing .my own view but I am 
sure that applies to the Chairman also, we are most 
anxious to get évery angle to enable us to help both the 
public and the industry in the Province? 
VES CP DeLISCVe ‘SOA iy 
4nd any suggestion or views or help that you could give 


I am sure we would be both glad to get. 
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N. F. Priestley. 
I am sure, my Lord, and Mr. Commissioner, we are really 
anxious to help. It can be easily seen as Vice-President 
of a farmers’ organization that 1! would be derelict in 
my duty if I did not attempt to give this Commission 
every help I could towards that end. We have definitely 
stated that in our submission. 
I was just wondering if, taking the case of Leduc, for 
instance, is there any limit, sup,osing you doubled the 
number of jobber outlets in Leduc, what would happen? 
I would say so far as that particular point is concerned 
there would be no increase in prices. Undoubtedly the 
whole industry would have to absorb that cost. Whether 
that cost would be absorbed by diminution of profits or 
by a lessening of the commission to the agent or by the 
agent charging more to the consumer, I cannot say. 
Those things are interlocking and apparently we are unable 
to discover just exactly what proportion is done one way 
or the other. 
Thank you. 
MR. BROVNGEE: All right, proceed, Mr. Priestiey 

Again the question has been raised as to whether 
there are too many retail outlets in the Province. our 
organization is not prepared to say that this may not be 
true... There probably is considerable overlapping of 
effort...,Thisiis a question presenting great difficuities 
however and it is not a new question. ‘Some years ago it 
was 8 live issue in. some of the Provinces of Canada, We 
believe one Province, Nova Scotia, took rather drastic 
action to curtail the number of distributing outlets 


and it is alleged that some reduction in price resulted. 
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The test must be the practical experience over a period 
of years, the extent to which it has been found desirable 
to maintain and vigorously enforce restrictive legislation, 
and whether such a policy has consistently had the effect 
OF reducing the price of sasoline. It is suggested 

that it is not enough to simply sav that a town like 
Camrose or ueduc, for instance, has too many distributing 
outlets. The important consideretion must be how much 
territory does such a town serve, what is its importance 
as a marketing town, what is its ability to serve farmers 
at peak seasons when, by reason of seeding or harvesting 
necessities, supplies must be available in large 
quantities? 

MR. BROWNioE : I think there is a small 
eorrection. we should make there. "A town, like Camrose 
has too many" retail outlets you say. You mean 
distributing outiets there? 

Yes, I am sorry. 


Yes. Just correct that. 


Again, in all fairness we must recognize that 
the overlapping of distributing facilites is not | 
peculiar to the petroleum industry. For example, one 
Mizhoplooks ahutheuhendLing facilities, for ourychief 
Wes tenm Iproductpysrain. poltobs: probably, trae pthat ins 
normal, yeenuthere«<are too many country elevators at our 
local points and too many terminal elevators at the 
Pacific Coast and at the head of the Lakes, and yet we 


may experience a situation this year as we have in other 
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years of good crops when within a comparatively short 
time after the harvest our country and terminal elevators 
will be plugged. The very nature of our agricultural 
production in Western Canada is such that grain handling 
facilities must be able to cope with the problems 
incidental to a large crop; and in exactly the same way 
any policy with respect to such facilities for the 
distribution of petroleum products would be unwise and 
unsound which did not take into full consideration the 
essential requirement of adequate supplies in peak 
periods such as in May and September of each year. 

As stated above we are not prepared to say that 
there is not an overlapping of distributive facilities. 
We are prepared to concede that that is a matter for 
eareful study and regulation by the proper Department 
of Government. We do express the opinion however that 
the farmers of this Province would strenuously object 
to any policies which had the effect of restricting the 
sale of petroleum products to a few of the larger 
Gompanies, thereby creating a monopoly or a quasi monopoly 
in such sale. Te say with even more emphasis that there 
would be strong opposition to any policy which prevented 
the full development of the co-operative sale and dis- 
tribution of petroleum products or which would prevent 
an organization such as ours from expanding its facilities 
for the co-operative sale of these products in districts 
in which it is not now represented, and in any policy 
which may -be-evolved, provision should be made for the 
full development of co-operative organization. 

May I say in this connection, my Lord, that the 


co-operative movement, generally speaking, avoids 
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duplication of, faciLiities.. That i4.one of the, wery 
excellent features of the co-operative movement. 

MR. BROWNIE: You mean by that you do not 
find two co-operative stores in one village and you very 
seldom find tw co-operative organizations competing in 
the same commodity in the same territory? 


Yes. idIn fact, under the conditions established by the 


co-operative section of the Department of Trade and Industry, 


they made a regulation at the request of the co-operatives 
thet no co-operative store cen be set up within 5 miles 
of an existing co-operative store without the special 
permission of the Department. 

MRs COMMISSIONER LIPSETT: You differ from a jcbber, fr. 
Praeetley, by beinea wars ality a buying organization for 
your own members? 

Yeo. 

and, distributing the surplus profits, amongst, your members? 
Yes. 

and you buy as cheaply as you cnn for that purpose? 

Y@6. 

THE CHATRMAN: Do you think that your defence 
of jobbers would have been so strong had you not, if I 
may say so with respect, misconceived your own position 
and thought of yourself as a -jobher? 

Nowa mit Lord. 

MR. BRCVNLEE: We have, not misconceived our 
position. Where we began with this question in our brief, 
wes said: it) previously, that if our organization, either 
separately or in conjunction with the Maple Leaf, under 
tots OOuTraCty wo regerded asa. jobber, those are our 


views. 
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You have always taken the position you are not in the 
jobber category as an organization? 
MR. NOLAN: lowonder wif lL coula eski er. 
Priestley a question. Do I understand, Mr. Priestley, 
that this product that you buy from the Maple Leaf is 
distributed amongst your own members? 
Chiefly. 
But not exclusively? 
Not exclusively, no. 
Well, where, is the line drawn. You see, lr. Commissioner 
just put it to you a moment ago that you do buy from ‘the 
Maple Leaf for distribution amongst your own members. 
THE CHAIRMAN: That was my concept, yes. 
Thet was my understanding. 
MR. NOLAN: I am asking Mr. Priestley if 
L may follow that up, is that.right, Mr. Priestisey,)or 
do you distribute amongst those who are not menbers of 
the U. F. A. Central Jo-operative Association? 
res. Like, any other co-operative. we sell to the) generad 
public as well as to our members. ‘fe try to get the 
members of the general public, who are farmers, to become 
members of our organization with a view to their continued 
patronage ,among other things. 
My point, Mr. QGhairman, being that, perhaps, Mr. Priestley's 
defence ofthe jobber was,to some extent at Least, 
may I say a selfish one -- without being impertinent - 
because, perhaps, they are jobbers in the sense that its 
surplus is sold to these people who may not at that moment 


be members of your organization? 
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N. F.. Priestley. 
If I may say in answer to that and the question that has 
been posed very frequently, and which I believe was in 
your mind, My Lord, we are inseparably associated with the 
Maple heaf, in that they perform certain functions under 
the contract and we perform other functions under the 
contract. So that if the Maple Leaf Company is under attack 

ag a jobber to the extent that we would have to revise 
our whole organization, and structure for the sale of 
gasoline, we feel the necessity of defending the position 
that we, with them, have taken. 
MR. BROWNGLEE: In your defence of that 
POS GLO. vit. eriest ley and win coming .wnere before this 
Commission, you have expressed your own opinion that it 
PS OStuer yor tie cileundustry of this Provinse’ ay ihe 
present time that there should be other organizations 
making contact with the consumer and that that contact 
shonld not be put in the position where it is exelusively 
in the control of two or three large refining organizations? 
Very definitely, apart from all other considerations; 
And that is the opinion which you hold and which you have 
honestly expressed to the Commission? 
Yes. 
THE CHAIRMAN: And that might be the opinion 
that we will ultimately decide upon. But just in the way 
of exploring why. a4 representative of a co-operative 
farmers! oreanization os defending the position of the 
middle man, because one had the idea that they always 
tried to get to the source of supply and cut out as many 
intervening people as possible in order to, serve ‘their 


own people best. 
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li. F. Priestley. anal 

MR. BROWNLEG: as a co-operative organization 
that is, of course, your ultimate aim to get to, directly 
to the source of supply? 

If we were so situated that we could do so advantagefusly 
we undoubtedly would. 

MR. OOMMISS TONER LIPSETT: Does your juctification of the 
Jobber, Mr. Priestley, extend to cover the cage: ‘of a 
jobber that is mrely an instrument or a servant of the 
manufacturer even although he acts under another name? 

I want it to be clearly understood I am not defending 

the jobber as an institution. I am being asked questions 
as to his usefulness under present conditions but I have 
affirmed and I believe that he assists in preventing the 
development of a monopoly, and all consumers are interested 
in breaking a monopoly. 

MR. FRAWLEY: | Have you considered - perhaps” 
I should ask you‘this - the situation at Regina where 

the Consumers!’ Jo-operative Refinery broke away from the 
major refiners and erectei a refinery of their owr am 

now supply, I understand that is true, their whole outlets 
are through co-operative marketing organizations in the 
Province of Saskatchewan? 

EE :have.. 1 was, through, their refinery three weeks azo. 

and talked to Mr. Fowler about the whole business? 

Yes. 

Lo you think that his set-up is a better one than 

yours or not so good? 

We have debated in public on that question. I hold one 
set of views and he holds another. There are certain 


provisos and ifs in both cases. The fact is the 


he hae 


gees 
Mee 
Bt 
Paar 


ve 
or 
tag 
4 
ae 
- 
i 
- 
‘ 


or 


“ne 


is Pony 
> 
’ 
‘ We 
oy ‘a 
% 
vt en 
yo, 
eae ! 
‘ 
‘ 
28 
= 
(cat 


cho 
bees 


i 
ae 
Riis 
> 
Ee 


* 
hes 
. 
pirany a é ee 
; ‘ 
‘ c 
, ‘ 
tS " : 
ais , 
2 
* . 
St “i . 
» 
“ 
“ é 
te~ 
tue te 
ony p f: 
. : ew 
. were 
fs ae - 
vay ri © 
‘ 


Garp 

’ . « 

a ah . 
7 oaa* 
. Lo 


- 
; “ 
' 
1 
‘ 
‘ ch a 
os ‘ 
xe" a 
“ 7 ' 
a ay 
‘ fae 
ey ee ce 


oo i 
ate 
ad 
ide, 
es 9 rs 


ae 

i a 

rae Gas 

a ; 

es. ro A 
ate 

fa iF 

it Sh . 


aac] 
is 


T-3 
at 


& 


Q 


-12,089- 
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Consumers' refinery at Regina has a synecial field. There 
are, several thousand customers’ in the very fine farming 
area contiguous to the City of Hegina who come right to 
The rerinery am wake Their delivery at’ the tap. They 
have only an investment of $224.00, although they do 
millions of gallons of business, into the second millions 
of gallons of business, that particular local eroup. 
They have one puny and “an pfrTice desk. 


whe. 
5 


This is & particular co-operative that is very close to 
Regina and they come in and take their own deliveries? 
Yes. 

But they have a wide distribution to co-ops. Situated 
&@11 through the frovince something like yours, haven't 
they? 

They have on the north and east side of the retinery. 
They cannot compete on the west side. They cannot back 
up against the tank waszzon price from Turner Valley. 

No, but I am just distinguishing thet operation, that is 
a complete refining and marketine operation, ‘to yours, 
Which is only a marketing organization through the 
instrumentality of a jobber. However, you say you think 
you are buying from the jobber and not entering into 
retining is Detter Tor vour people? 

I say that is a special case. I do not want to knock 
the Consumer Refinery and I do not want to be quoted in 
that respect. I would say there might be some change 

in the price structure that might invalidate all their 


erforts and destroy all their investment. wevare 10S 


mach better position than they in that respect. 


MR. COMMISSICNER LIPSE?TT: Have they a regular refinery 


(here, Mrs Priestley? 
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They Nave no .crackine nit... That is ove of their difficuities. 
They have not yet accumulated the capital for a cracking 
unit. it is merely 4 .skimming plant and they can only 
supply their bases with a third type product and they 

have to buy from the Imperial and the British »merica 

their standurd and ethylised grades. 

¥ou mentioned a very small investment. The investment you 
mentioned dovs not cover the skimming plant? 

No, [ am sorry, Mr. Commissioner, vou did not\get my answer 
quite clear. The Consumers! Refinery is a wholesale 
refining organization, set.up by local groups ini the Province 
of Saskatchewan as asource of supply for themselves and 

one. particular local group of that number, consisting of 

a large number of farmers who live close to the City of 
Regina, does not even find it necessary to get up sm 

OL ha Ce LOr any piant (hey nave merely one pump and am 
office desk. That is the entire extent of their capital. 
They buy, from the refineries. 

MR. BROWNIES: Go ahead. 

We think in fairness to the Commission we should 
also point out that it is probably true that by far the 
greater number of local distributing agents are not 
engared cxclusively in the handling of fuel ols) They 
also engase in other businesses, for example many 
sarage and repair business in connection with 
the sale of fuel oils nand in many cases the latter will 
be only a side jine. tn our own organization we have 
deliberately endeavoured to negotiate other agencies 
for Our Various Treyresentatives,\ Tor exampie we made 


a contract with one of the Mutual Fire Insurance Companies 
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N. FP, Priestley. 
under which our representatives may solicit mutual fire 
insurance business on tne usual commission basis. By 
curtailing the number of distributing points undoubtedly 
a larger volume would result at.each of the remaining 
points but in many cases this would probably result ix 
extra labor having tn be engaged to nandie that volume 
and it is very questionable whether any substantial saving 
would result, so as to have any appreciable eff€ct upon 
the ultimate price to the consumer. 

lnVstressinve es irnavye the "positron er our 
organization as a co-operative I am sure it is not 
necessary to dwell at any length upon the philosophy 
of the co-operative movement generally. Co-operative 
buying and selling of commodities has long ago established 
itself firmly in many of the Buropean countries, 
particularly in Great Britain and the Scandinavian 
Oountries. It is now developing with phenomenal rapidity 
in ail’ sections of the United States of America. It has 
firmly established itself in Canada in the marketing of 
farm produce and in my opinion it is here to stay in the 
purchasing of farm commodities. In fact many Governments, 
both in Canad@ and elsewhere, as a matter of policy, 
have enacted hegislation to encourage the growth am 
development of such co-operative organizations. 

a8 contrasted with so-called capitalistic 
enterprises the co-operative movement has the following 
advantages: 

i. there is no large investment of capital by 
a few who look to the annual return in the shape of 


stock dividends from such investment. 
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2e The control and management of the organization 


is not in the hands of those who invested for the purpose 
of obtaining a return on their investment but is in the 
hands of those whose pruducts are being marketed on the 
One hand or who patronize the organization as consumers 
on the other. The dominating influence therefore in the 
management of a co-operative organization is service and 
low cost of operation and the return to its members of 

as large a part of the surplus as possible through 
co-uperative dividends. 

de Such an organization has a direct and 
beneficial scoaial influence in the linking of members 
of a gommunity together in the promotion of an enterprise 
in which they are directly interested and which they feel 
will yield them some direct benefit. 

4. To the extent that ovatronage dividends can 
bevdeciared irom year to vear from the earnings or tire 
enterprise the members are directly bemefited. In the 
case of the so-called marketing organizations these 
bauroners dividerds result in. a hieher price Lor thei, 
commodities; in the case of a consumers’ co-operative 
these dividends result in .a lower .cost for an eseential 
Gommodi tye, To the extent that our. organization has been 
eple to pay patronage dividends in, past years we have 
in fact lowered the price of fuel,.oil to our farmer 
nembers, even tf only a fraction of a o¢Gnt on the 
individual gallon and any patronage dividends so far paié 
have been paid in the face of the fact that the past four 
years haye been the heeviest. from the standpoint of 


organization expense. 
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I turn now to the contrast between our organiza- 
tion and Maple Leaf Petroleum Limited which has already 
been the subject of some discussion DPefore this commission. 
as both Mr. Halverson, Vice-President of the Company and 
Mr. Wallace, the Manager of the Company have already given 
evidence it would seem that there is little more which 
requires saying. I might first point out that the 
primary consideration of our organization is to be able 
to obtain adequate supplies of fuel oils of first rate 
quality on fair and reasonable terms and to do this we 
realized from the first that we would probably have to 
make our contract with one of the large established 
companies. For that reason we have not concerned ourselves 
primarily with the control or ownership of this Company. 
nt the time the contract was made the Maple Leaf Petroleum 
Limited was operating a refinery at Coutts and a sub- 
stantial part of our requirements were furnished by that 
refinery. The first contract was suggested by Mr. 
Halverson of Imperial Oil Limited although the subsequent 
discussion of detail and the consummation of the contract 
was made as a result of conversations between Mr. P. R. 
Naylor of Denver, Colorado and Mr. Peake, then Manager 
Af Maple Leaf Petroleum Limited. “e assumed that 
Imperial Oil Limited had some controlling interest in the 
Company. We did not concern ourselves as to the extent 
or nature of that control am had no official knowledge 
of the extent or volume of that control until Mr. 
Halverson deatt with the subject hefore this Commission. 
It is not contrary to any principles of the co-operative 


movement that supplies of any commodity should be purchased 
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N. F. Priestley. 

from a large manufacturing or ganization providing the terms 
of sae contract arcerair and equitable .and providing 
always that it does not involve any control over or any 
interference with the cu-operative organization as such. 
Again it is a matter of common knowledge that the majority 
of the large farm co-operatives in the United States 
Goutract Lom theirasuppliesifrom one or ether eof tne Verge 
manufacturing and refining concerns in that country. 

The type of eontract which we have should not 

be Tegeriedeas extiherenew or novels <As a matter *on fact 
our Association obtains its supplies of binder twine 
through United Grain Growers 4imited under a contract which 
basically and essentially is similar to our contract 

with Maple Leaf Petroleum iimited; that is, that Company 
operates as a jobber in. the binder twine business through- 
out the Provinces of Manitoba,Saskatchewan and Alberta 
handling avvery larse quantity per year. In Alberta it 
supplies our requirements on 4 basis of division agreed 
upon irom year ta yearwheving regard. to the services 
which it performs in warehousing stocks and placing the 
required amount of the commodity in the hands of our 
respective treoresentavives <andin taking care’ oF credit 
losses on the one hand, and the value of the position 
andissles €ii ori Gpeour forgenization on the other, 

MR. BROVUNLAL: i understand that is also true 
of the time you bought your binder twine from 

the Holland people, before you made your contract with 

the United Grain Growers? 

Yes, we had our contract with a jobber who had the 
exclusive right to distribute binder twine of the United 


Rope Yorks,  otterdame 
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Lee, hell Paen ts. 

The sole effect of our petroleum contract is’ that a 
margin commonly given to jobbers in the Province is 
divided between two organizations, each providing a certain 
definite service. On the one hand Maple Leaf 
Petroleum Limited 

(a) Retains all margin on business in the 
cities of Edmonton and Calgary and with respect to any 
particular contract which it may make with other companies 
or individuals in rural districts with the approval of 
our Association, and 

(bo) Retains a portion of the jobber's margin 
with respect to rural business to oover certain services 
it performs for= us such as auditing, placing Supplies in 
the hands_of our representatives, assuming a portion 
OF tne credit) Losses; and all inventory losses. 

On the other hand our organization receives a 
part of that margin as compensation for the sales and 
promotion work wh.ch our organization is in an advantageous 
position to perform, and for the-actual cost of operating 
plants owned by the Association, and such part of credit | 
and stock shortage losses as the Association must assume 
under the contract. 

It has been brought to the attention of this 
Commission that a loss was sustained by Maple Leaf Petroleum 
Timited in its last fiscal year. ‘We believe that loss has 
been satisfactorily explained by ir. Halverson and 
yesterday by Mr. Yallace. It was partly accounted for 
by certain peculiar situations which developed in the 


Southern part of the Province. we wish to point out 
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Ne vFs, Priestley, 


however that in 1935 our organization practically started 

anew in building up its facilities for the distribution 

of fuel oils. We had no wholesale. or distributing outlets. 
I may say, my Lord, and Mr..-.Commissioner, sime 

this memorandum was written it has occurred to me that 


this statement may not be altogether correct. Our 


Association did at that time have some plant. 


MR. ‘BROUNIES: Phe retail vnere wa sere 
distributing outlet. Tt should be a distributing outlet? 


Yes, distributing outlet. 


(Page 12,097 follows.) 
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Including the outlets which 
were put at our service by the first contract with this 
Company we now have approximately one hundred stations in 
the Province of which 59 are either owned or controlled 
by us» This has not been accomplished without real effort. 
When we go into a community to establish a distributing 
point, notwithstanding the confidence which our organ- 
izgation enjoys, there is considerable organization work 
ana expense *:0 be undertaken. We have had the utmost 
co-operation from the Company and freely admit that in 
the assistance they have furnished us in our work since 
the first contract was formed they have not linited their 
efforts within the strict limitations of the contract but 
have freely rendered services to us which were not strict- 
ly contemplated by the contract. 

Q Re BROWNLiG: Now you do not mean by that 
that there was any understanding outside the contract, 
but simply that they gave a liberal interpretation te the 
contract? 

A Quite. 

Q That is they may have gone into a town with you and 
helped in the organization work, although under the con- 
tract it was not certainly required of then? 

A Yes. 


Q All right. 
A It would not therefore be 


surprising if.some loss had resulted in the first few 
years. We can only say that we now have our organization 


built to a point where we feel we can refrain fur a time 


s , 
© : 
, q Or) : pasty <7 , a4 
2 a tx ° - + 6 . ‘ 5 
ov, “ roe oh F 2 ae S ; re ‘me < 
> : 4 é nae <t . - f fi , 
: ” soe peak ms me a a = t . » u %¢ ¥ 
sae? i ivi “ bra kK * bes jini a te od 4, on 4 
: d - ta fs M Ant "7 : 2 4 
if my . . 5 ain . ae See we 
c 7 ec he rad ma 
. a 4 7 : : Poe : “ = e ; : : 
wee = e - 
3 : fs te ‘ . : 2 363 B) 
4 . , * me ; ; : 
me : 5 ote - 3 Ss : E a 
: ae 7 . ™ E : to . - , 4 
“ wy * ; ? ‘ = 
cs é ‘ <, he ; 
c ‘ © re “ t et bs , Stale . we . . 
, oe ’ fs = 
ae 2 ita 74 oa $ 
+ ' i a : ; 
* 7 G owe aA n an . ; 2 > am 
; : 3 S : ; 
5 ' +4 a ‘ : : ” 
2 . : ' ; ' os ‘ : 4 
/ 3 ° = > q ; wns F = > * ‘ . ; ; 
" , . grat nk ms ey i : : : re F ; 
* + . ” i, Fi on 4 
i - f x ‘ . - ‘ 
; 1 y , ) , ' aw ty 
: i a ¢ t 5 ‘ > Jet oe 
: : ayy ' : tae: 4 ~ a . mA 
; : Ss ie : ; 3 ‘ s at aoe a, z 
‘ ae : = i wee : vin a Fe “ fi 
; ¥ z F § } A d : " 
' . n is oe a F : F a : : ; 
cu Vasey at : . : 8 ee ; ‘ t 
' e = a a ’ . = 
: . Ft ¢ : i ie i = , 
moe ' 4 e - b 
. ie , F a ae uw : 
reel : * Eki <i ‘ : F 
ef . © zi = : a hi 
, i, = v 5 ee : : ; 2 
x B . . ‘ . ; 4 oes 
= z ; : ee. 
~ ‘ ‘ ; 3 , ies = 4 i ma S oe 
? F a cc Or a ~ 
mie 4 ‘ i: ne 5 wee , weir o 7 : 4 a : ae 
-, . Sead ’ ayead, ~ g ‘ ’ = : . 
ais “ Leib “ 5 = -, dene E ; 
ie : : af 3 z = : =f ; ny 
ri : ; 5 , is, 1 t “y fe : ’ * = 
E 4 . ? i , ; “ * “ z a 
y I ven ry . aor 7 Be :, ee — 
pe fe . > 5} : he whe : . ; é : . 2 oa 3 
2 . = “ : rind My Soe =e % P 
- a : , 7 F oe 
re z = : of ws : c ty ‘- 4 E 
Z : se aK, x ay 4 Re 4 y Z ‘ wt 7 
a : 3 eee wn x wet “2 5 3 3 = : 
o ' z ¢ : - eng ke fi 3 ' 
. re ae . eee : ; : 
r : P bee * . . & 
s om i , : . : Aue sy E : # + = 
aa P Fy ye ae + . 2 Fy on 
a y ‘ i ? fu cece ; S, : \ 
i i . <s Eni , ‘ Gea a “ <2 . = 
a -: 4 s + q at . is : > eres 
we ‘ 2 - t Pan ~ 2 I . : 4 
ma gal 4 aa : 
‘ £ , : ox Ba pe: 2 : 
Son o ” a t y 5 Ets - ; 
« 2 ‘ =e, . es + bs ~ c a 
= 3 eS, aes Pg ad he re S ' r ‘ . re me 
a3 a = ‘ H . . E soy O 2 
“ a 4 a : ci ‘ . 
Fs a - = + 7 <i ‘ Ge ~ = = on 
+ < 5 = x 4 ~ \} ‘ v ~ . ne a) ae “ 
we : ‘ : ; os ‘ - Cae aes E ven ae 
™ ay 4 i : ; ~ ‘ es ma Gc 
ie . ‘ vom 2 ae ee a - 
. ‘ ci I F, Ds iy > ’ 
be : Son : : : $ 
J 4 Hern ' b, fn ia bi ee ros zy y F, 
fy at . whis as - y ig a3 5 
ors ‘ ; : \ oe =) 
- s dios Sy 
: es Caer ve 


N. Fo Priestley : ~ 12,098 - 


C4 


a 


A 


a 
aU 


A 


from further extension and that with our organization 
work fairly well completed such of the effort which 

has been spent in the past few years will no lotger be 
required. We confirm therefore .irs Hilverson's suggest 
ion that the ensuing years sey show a more favourable 
cverating result. 

Whe BROW LE: Now, ire Priestley, 1 think 
we had better pause there for a moment and face a gquest- 
ion which was raised before adjournment end that is"why 


the s.aple Leaf" 


» why not make this contract cirsct with 

the Imperial, what is the advantage, if any, of having the 
Gontract with the ..aple Leaf ana what is your answer to 
that? 

well in the first. place I think we have already said, if 

I were to restate Wares that there was no obligation on our 
part to have this type of contract. we did not know what 
was in the mind of the officers of the company when they 
made us this alternative offer. We spnyroached them as 

has been stated with a view to a jobber contract. This 
alternative --—-— 

Now when you say "a jobber contract", you nean a contract 
on the basis of e jobber? 

Qn the basis of a jobber . 

Yes? 

This alternative presented certain very favourable aspects 
which gight be summed up, for instance there was no risk 
OI"Ous: parts 

Financial risk? 

Financial risk. We could have raised the money but it re- 


quires a lot of money to go extensively into the dia- 
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tribution of petroleum products and as we have stated in 
our brief; in the last few years it has not been op- 
portune for the raising of money from the farmers. We 
coula@ have bor’owed money but when this alternative was 
placed before us we saw that that necessity would be 
avoided. We have--~--- 


fa BROWNLEE; Well now----- 


Go ahead? 

We had little technical knowledge of the distribution of 
petroleum products and it requires a considerable tech- 
nical st ff which would have tc be recruited out of the 
petroleum industry and we would have tc pay probably 

high salaries than we were in a position to pay. 

Now that explains why we took the alternative: form of 
contract? 

Yese 

Now was there uny discussion between your organization 
and the Imperiul, about the acquisition of the Northern 
Oils stations prior to the time that this contract was 
maae? 

None whatever, either directly or indirectly. 

So that this is a case where this particular form of con- 
tract was suggested as an alternative and after consider- 
ation you adopted it. Now what I want to know is this, 


since that time you have had an opportunity of revising 


the contract and you have always revised it with the 


maple Leaf? 


Yes. 


N. F. Priestley ot Lee OO de 
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Q Have you any reascns why you prefer to revise it with 
the iiaple Leaf instead of saying to the Imperial 
“give us a contract of this kind direct"? 

Yes, I think we have very definite reasons. 


What are those reasons? 


Qo > 


Our maximum gallonage so far has been a little over 3 


ts 


and one-third million gallons; the Imperial organization 
markets between £0 and 50 million gallons. They have 

an old and extensive organization. Our business would 

be a relatively small fexeture of their business; their of- 
ficiuls would not tend to be so solicitous in respect to 
Our contracts as group of officials of---- 

Q When you say "their officials" you are referring probably 
to the officials in the Province? 

A Yes, the persons with whom we would come in contact. 

Q As against the head office officials? 

A Yese The officials of this company outside of the Cities 
of Calgary and Edmonton, have no other business than our 
business and therefore when we approach them we know we 
are going to get .& full consideration of our needs. 

Q Well then is there any problem with respect to the 
country agent, the distributing agent, that you had in 
mind? 

A Yes, I would say that if we had dealt directly with the 
Imperial that we would have found it, notwithstanding the 
fact we have the good=will of the farmer and the co- 
operative idea well planted in this Province, we would 
have found it diffisoult to go into many places because 
the Imperial agent would already be there with his good- 


will established and his connection, anong the farmers. 


. ' 
Ce 
- an 
5 ' 
$ =a 
ae 


c- 
ot 5 
toe 
3 =F 
oa i 


- \ 
, ‘ 
x 
oi 
Te 
= Ae 
; 


eae < 
lwoad nf 
- \ 
i ue 4 
i “ 
= ? 
. 4 pn 
e 3 A 
2 > ao 
Bae . % 
. Sey “ 
4 
re oe ; e 
rae ‘ - eo 
. \ 
. 4 , 

z ‘ tent 
et 2 we 
: oe ee , 
a3 
° ae o] aah 
at 
ae a - “at 

Su ‘ : 
= taal ee 2 


. 
” J 
ab ” 
- 
ae 


a 


at 


> | 


Ames 


: ea #5 
. ee 
. tr: 
= 
1 aoa 
“1 ie 
4 mee 
a 
: te 
: ‘ 
: viowy as 
? - 
; ta? i 
oes + 
: 
: ~ 
ne 
_ : 
thee : 
‘ 


Ne. F. Priestley 


SD 


A 


- 12,101 - 


Now you are not expressing this view With any spirit of 
Criticism of the Imperial but you are simply taking the 
view as I understand it that those in this Province 

who were responsible for the +tmperial Vil organization 
might not have been quite so ready to co-operate with you 
in going into new places because cf the fact that they 
have an old established agency there already? 

That is true and therefore, they would have had their dif- 
ficulties with their local agents. 

Yes? 

Which do not now exist. 

Could you have any hope, or what hope today, if you were 
‘renewing this contract, on the basis of that form of 
contract, could you hope to get any better terns if you 
did go direct to the Imperial and not through the taple 
Leaf? 

No, 2 do not see how we could hope to get any better terms 
because the marketing division of the Imperial would need 
to perform the functions performed by the tiaple heaf; they 
could not afford to give us a jobbers! price such as is 
being given to other jobbere in this Provinee and do the 
work for ua which is now being done. 

That is that if the contract were with the Imperial Oil, 
they would still have to take the risk of credit losses 
under this form of contract; they would have to take the 
risk of invisible shrinkage; they would have to take the 
expense of putting the products tc the different points; 
the expense of auditing, all those expenses which the 
iieple Leaf undertakes and they could not do that with- 
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Absolutely. 

Ana thet that charge would probably be commensurate 

with the cherge which the iiaple Leaf make? 

Yes. 

And from the first plece, because you did not see thet 
you could operste cheaper by going direct to the 
Imperial and you did not think that the.aple Laaf adds 
enything to your organization costs and principally be- 
cause it puts you in e better position in establishing 
your agenices, you have preferret to continue to deal 
with the taaple Leef rather than the Imperial? 

G§ulte so. 

jun. BROWNLE: That is your position. 

Is there any question there, Mr. Frawley? 

Mine FRAWLEY: f£ course the imperiel 
could make an allowance for that, if, rather then give 
you the whole 6 cents which they ordinarily give to their 
jobbers, they aight give you something less than that and 
do this extra accounting work which you point out, or 
charge you rent, give you something less, so that it could 
be reflected in arriving at the ultinete jobbers" spread? 
Yee, it could. 

You have of course, as you point out, and I think it is 
worth while calling to the attention cf the Commission, 
you have the whole iszaple Leaf organization practically 
for the whole benefit of the U. F. Ae GO-ap? 

Yes. 

You have a reported gellonage on which the i::aple Leaf paid 


taxes, and the rest was negligible, in 1938, was 3,660,774% 
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gallons and you say your share of that would be what--- 


6,400 some thousand. 


wR. BROWNLEL: In 1988, ure Frawley? 
Mike FRAWLEY: 19%8. 

iR. BROWNLEE: 3,504,768. 

wRe FRAWLEY: Yes, there is :.tout 800 


thousand they sell in their own service stations and to 
their one or two jobbers, which you have nothing to do 
with? 

Yes. 

And the balance is your business? 

Yess 

And they would not have an organization of course if they 
only had those two jobber operations and these few ser- 
vice stations? 

That is true. 

So that their whole staff, you might say, their whole 
Overhead, except to a negligible degree, is doing work 
for you, for this contract? 

Well I would not say toa negligible degree. <After all 
the service station connections in Calgary and i:dmonton 
are Of value. 

iin. Wallace gave me the impression he did not know very 
much about them and didn't pay a great deal of attention 


to them? 


MRe BROW LiL: There are some sales of the 
wiaple Leaf which are not on there, the Gas and Oil Prod- 
ucts, which pay their own taxes. 

WRe FRAWLEY: Were there some purchases by 


Maple Leaf from the Gas and Oil Products? 
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luke BROWNLE: | No, sales to. 

WITIN au5S 3 Sales to the Gas and Oil 
Products. 

oR. EROWNLEG: The evidence was that the 


tuaple Leaf sell to the Gas and Oil Products and that they 
pay their own taxes and therefore their gallonage would 
not be included in the : aple Leaf. 

ate FRAWLEY: Oh yes, that jobber contract 


would not be here. 


vite BROWNLER: No. 

uke FRAWLEY: That is quite so. 

ius BROWNLEL: And the Artio the same way. 
vite PRAW LLY ; might I just interrupt for 


another second, perhaps you had better finish your state- 
ment » 

wRe BROWNLE: You might go on reading then, 
si“. Priestiey. 

SR. FRAWLEY: Just to clear up this 
question, I thin’: IT have it solved now, I suggest ir. 
Priestley, that in the 3 million, the 2,600,770, that 
does not inciude what was sold to the Gas and Oil Products 
because the people, let me give you the total sales in 
Alberta, 3,720,071, and in the same Imperial column I find 
"Gas and O11 Products, t:aple Leaf, mean what wes Gas 
end Oil purchases fram .aple Leaf, 64,002 gallons and that 
is all, sc it would appear that in the figure of 6,660,000 
that the Gas and Oil Products contmact is not in there? 
Yese 

But in any event the figures, for your purposes it is 


enough to say that out of the 3,600,000 or even say 4,000,000 
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if you like, that the U. F. A; gallonage accounted for--- 
A 3,400,000. 
Q@ 3,440,000 gallons? 
A 3,449,000 gallons. 
So you get the benefit pretty well, to a large degree, of 


Q 


the i:aple Leaf accounting staff and supervising staff and 
sales staff? 

4 Yes. 

Q But I simply put it to you. whatever the benefit you are 
getting fron the s.aple Leaf, could be reflected, could be 
taken care of, in a jobber spread which the Imperial 
might give you direct; now there may be other reasons why 
you prefer to deal with them; is it because you think 
your consumers would rather buy from some company other 
than the Imperial? 

A Not necessarily. We made tests of that very definitely 
when going into the Peace River last year, where we 
established 7 new stations and we told then frankly it was 
the Imperial Oil product and we had no contrary reaction. 

Q That is very comforting to know that. 

MR. BROWNLEE: Then it g3sts down to this, 
that you feel that you have as good a contract through the 
liaple Leaf as you could get from the Imperial direct am 
you feel that there are certain definite advantages with 
respect to your agencies and the development of your 
agencies in that fom of contract, which you might not 

get if you made it direct with the Imperial? 


A Quite so. 


Q Unless you went on a different basis entirely, and so far 
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you have not felt like taking the financial risk? 
A Q@uite s0- 


wAJOR LIPSHTT: Is it not part of the 


fp) 


question, if Priestley, whether you could get ser- 
vices that are worth to you Be genus o ealicu, 
that is the difference between the 33 cents disco nt 
that you get and the 6 cents that presunably can be 
gotten direct from Imperial, in other words are they 
supplying you with services worth that difference, that 
25 cents? 

A well we have no means of knowing other than they compute 
a loss of 61 thousand odd lest year in giving us those 
services, that is I understand that the company receives 
its products at a definite price and in the course of 
their operations last year they sustained that loss; now 
we are less equipped than they, in that we have not, as 
I have already stated, we have not the staff at our com- 
mand to do that kind of work at the moment; we would 
have to build such a staff and it is a question of whether, 
in view of the fact that they could not operate without a 
loss, whether we ourselves would not fuce a greater 
loss, because we would start with a new and untried staff. 
Is that all, ur. Commissioner? 

Q You say more or less then that the services which you-get 
from the Imperial would probably be worth the 25 cents a 
gallon? 

A I have no reason tc know that their marketing division 
eould operate more efficiently than the :.aple Leaf is doing. 
I oan only assume that that is a fair marg in for the ser- 


vices which they perform, especially in view of the fact 
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that it is expected that this year, having effectud 
certain economies, that these red figures will be 

wiped out. 

wie BROWNLEE: in any event then, if they 
do .ieke some profit in handling that section of the 
business on that 2% cents, you have preferred that that 
should continue rather than you should take that extra 
financial risk and do it yourself? 

That is BOs 

Iiven if ycu had a wider margin of 5 or 6 cents? 

Yes. 

THE ChHATR:. AN: I take it it was not wholly 
anatter of choice, that the alternative would be to put 
up the capital expenditure that under the circumstanaes 


you were not prepared to do? 


wks BROW LEE: mxactly. 

WIT NSS: Yes. 

THER CHALG AN: Which I think is quite mat-+ 
erial. 

wRe BROWNLEL: Yess 

THE CHa Tit. An: You gay "we may not make all 


the profit we could if we had unlimited money to put into 


capital oxpenditures but as we have not we think this is 


the best contract open to us under our circumstances"? 


WITNESS ¢ The Feds Slt. 

wire DROW NEI: That suis it up correctly. 
WITNESS: L may elves. 

oR e BROWNLiE: ALI YF ight, will: you’ finish? 
MAVOR LLP SLID s Just before you go on, I an 


sorry to interrupt you again, tut if you go back to page 
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19, lire Priestley, for a moment, you instance the contract 
with the waple Leaf, Limited, as on a similar basis to 
the binder twine business with the United Grain Growers? 

A Le8~ 

Q ts not the United Grain Growers organization something 
like your own organization, that is working primarily for 
the benefit of the farmer members? 

A That is true, it was created by the organiged farmers in 


the early days of our organization: 

Q Well would its surplus profits go back to its members, its 
farmer members, in the same way as your surplus profits go 
back to your farmer members? 

A lo, it does not distribute it back as we do. It is dis 
tributed back in dividends. It is owned by some 56,000 
shareholders, farmer shareholders, and it i8 on @ share 
capital basis and not an a cosoperative basis. 

Q I was just wondering whether it was really, in reality in 
the same position as the Maple Leaf or if it was more in 


the position of your organization, but it is in fact a 


company ¢ 

A It i8 a company. 

Q With 26,000 shareholders who happen to be farmers? 

A Yese 

Q MWR. BROW LEE: dnd any profits are dis- 
tributed on a straight dividend basis, 4% or 5% and not 
in the way of patronage dividends? 

Q MAJOR LIPSETT: © Not returned in the form of 


patronage div.dends? 


a They havethe power to declare patronage dividends but so 
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far they have not deemed it wise to do so. 

whe BROWNLEL: You reached the botton of 
page 21, at the bottom of nave 21‘ 

Thi CHATRMAN: Starting with "With respect 
to financial statenents". 

With respect to financial 
statements we have been at a loss to know how we can best 
serve the Commission. In the first place as we have 
previously pointed out we handle many other commodities 
besides fuel oils and we assume the Commission is not ron- 
cerned with the revenue we have obtained on the one hand 
or expense’ on the other with respect to those other con- 
modities.e Vur business is not large enough to warrant us 
dividing the same into departiients and we have not put 
fuel oils in a special department sc as to segregate our 
operating costs and expenses according to commodities. It 
would be impossible for us at this time to say for example 
what proportion of the rentals of our offices at Calgary 
and ijdmonton should be chargea to petroleum products and 
neither can we say What proportion of our salaries and 
travelling expenses should be charged to that commodity. 
For example at the present tine we are preparing for the 
binder twine season which will be upcn us in another 
month. The officers of toth our Galgary and Ldmonto staff 
as well as our field me are now devoting a much greater pro- 
portion of their time to this commodity. It will be apparent 
therefore how difficult it would de for us to apportion 
their salaries to any one commodity. 

e can only say that in the 


last fiscal period wnich on account of a change previously 
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made by our Board only covered a period of seven months, 
our total revenue from commissions was : 44,288.22, that 
is commissions on petroleum products after paying the 
agents! commission. 

Q tak e BROWNLEER: That is your net commission 
after paying the agents' commission? 

A Yes, I perhaps should read that again and make it cor- 
reote. Our total revenue on petroleum products after pay- 
ing agents' Commissions was $44,288.22. Out of this we 
distributed patronage dividends to the extent of $15,104.21. 
WRe BROWNLEE: That is not that year? 

A In the seven months' period. 

The remaining sum is in- 

Gluded with the net revemne after payment of dividends 
from other oommodities and is used to pay operating ex- 
penses and to set up such commerical reserve a8 we ray 
think proper and advantageous- We can only repeat that 
we are anxious to co-operate with the Commission in every 
way and if there are any figures dealing with our fuel 
oil business which the Commission feels would be of any 
value to them we would be glad to co-operate with the 
Gounsel and suditor of the Commission in the preparation 
of such figures. 

Respectfully submitted,for the 
U. F. Ae Central Co-operative Association, Limited. 

Q iWRe« BROWNLEL;: Now iire Priestley, there 
are two questions that we suggest you might, with re- 
spect to which it was suggested you might express an 
opinion, we will take first the question of free del- 


iveries in the country districts, you heard the discussion 
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yesterday and have you anything that you wish to say to 
the Commission with Tespest to that question of free del- 
iveries? 

A Last night, in view of the discussion cf yesterday, and 
the somewhat unwelcome publicity which resulted, we took 
this matter into consideration and if you take the Ledus 
situatior which has been so frequently discussed as a 
ease in point, prior to yesterday's new prices, I have 
not had an opportunity of seeing the tank waggon price 
published as of yesterday, but prior to that time, the 
price on haple Leaf gasoline delivered to the farmer on 
his farm at Leduc was 19.6 cents plus tax; the price to 
the servise station uperatcr in Leduc was 18 cents, 18.6 
cents plus tax. The Oil dealer has @ cents gross com= 
mission on the business to the farmer and 1 cent gross 
Goriflission on the dealer sale and it is our conviction 
that the price to the motoring public, being based on 
the dealer's cost, they do not bear any portion of the 
furner delivery expense which in fact is poolec among all 
farmers buying at the Leduc station at tank waggon 


prices. 


(Co tomumbexrP le, Pie ) 


te 1 
tARt 


peel 
me 
‘ 


x E 
‘ “= 
Nast ‘ ‘ : = donk 
cd 
vs t ' 2 
wy \ ‘ 
* 3 ca ees To. 
7 ef t seer 
7 i ; é ‘ 1s 
os ca 
» - . tee " = 
“4 ae - 1h 
4 5 
, ory 
ue ¢ oo Sa = : i 
f C Say 5 . 
Lins mbes Coed teas 
‘ si 5 one ‘J 
. * a 
~ . eal 
S i ec s ‘ 
ott - 
aS ae aes ie i 
ions ab aU 
5 i ' 
omy 33 T Ye 3 
oN ae os ee J 
A rae § ' 5 
s 4 =H) 
# m= i ‘ 
> ars ~ Pr} Ae ieee 
a ? ays) ey S 
, Pe ‘ 
_ ee F 
a . ; ror; - 
as ! 
* ae : 
vv A 
ce ‘ he 
he - aw 


: ys 
ey F ' : 
ae 5 ber a : 
= pa keeal 4 ‘ 
ne “ . ‘ef 
ie, ; 
hens wd 
* ‘ 
- . oe 1 . 
‘ Rt - 


1 ‘ : 

4 is : ; 
Nee state te 
ie ‘ 

i 

' rhe | 1 
‘ a7 . ' ; 
ies “7 -' Sa i 
~ Ab . = 
‘ ? ate i 
c 


es 
tee 


1 se aie oe 
N. F. Priestley 


q So that your viewpoint is the interpretation that has been 
placed on yesterday's evidence in the press that the 
general motoring public is bearings the cost of the free 


delivery service to the farmer in rural distiricte, ise ire. 


correct? 
A Thet is. not correct: 
Gi 4nd for the greater part, »ased on those figures you have 


given us, the cost of. that delivery service is carried 
by the farmer himself in the price which he pays but it is 
pooled among the farmers who are served by the agent doing 


sne free delivery. 
2 
- <<a 


MR. FRAWLEY: So-that the Commission will 
Know wnet.Mr.- Priestley is‘rérerring to. You are referring 
to yesterday's Albertan? 

A Yesterday's Herald. 

ei, To yesterday's Herald, and particularly the headlines. 
"Free Delivery to Farms Boosts Petroleum Costs, says 
Maple Leaf Officer. Barrelson loan said also to be 
Cause Increase. Public Pays." And perhaps .just the 
first paragraph. 
MR. BROWNLEE.: Just the heading. 
MRe> PRAVLEY: "If free delivery of 
petroleum products to Alberta farmers in Alberta were 
discontinued by Government reguletions or by agreement, 
the result would ve benefialal to the oil industry and 
the saving might be reflected in the price of oil products 
tor the: public." | 

G & fr, BROWNLET : Now, lir. Priestley, you have 
tola me that the effect of the price is to pool the celivery 


costs among farmers in a certain area. You mean by that 
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that a farmer some distance from Leduc pays the same 

cost as the farmer nearby? 

Yes. 

From a co-operative standpoint, do you consider that 

that is fair or unfair or desirable? 

I think it is desirable in an attempt to build a co- 
operative caja ene I believe the farmer should not 

be unduly penalized, although the economic facts under 

Our system are against the idea, but I do not believe 

he should be unduly penalized because he lives 10 miles 

out of town, whereas another farmer lives in a quarter- 
section adjacent to the town. 

Now there was also a discussion yesterday and it has been 
befvre this Commission, I understand, as to what the effect 
on the price structure is-of the barrel service, and I 
understand that it has been suggested that it is a nuisance 
and a great expense and that the barrels are used for ell 
sorts of purposes rather than for oil, and thet generally 
it is a charge upon the industry and probebly an important 
factor in the price structure. Now, as representing your 
organization, would you say to the Commission what your 
own views are with respect to thet barrel service; just 
how you feel about it? 

I would say that the practive of loaning barrels to farmers 
grew up in the carly stages of the industry in the province 
and became an accepted pructice. 

Arising from what purpose, competition? 


From competition, yes. The desire of the companies in the 


field to give the maximum service to the farmers and it is 
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to be remembered that they have a buying power that is 
far greater than that of the individual farmer. TI recall, 
for instance, my father paiu 11.00 for steel barrels 
years ago, and whilst the prices are now down from $&.35 
to 98.90, somewhere in there; it is stil2 a substantial 
investment for a farmer who needs 5 to 10 barrels for 
his operations. In view of the fact that farm product 
prices have eer very low for many years, and farmers have 
found it difficult to get their essential equipment in shape, 
it seems to me that this is an inoppvortune time to suggest 
the withdrawal of this service. It has been abused, undoubtedly 
People have used barrels for othe purpcses as was suggested 
by the Cnairman of the Commission yesterday. They have 
undoubtedly used the barrels of certain companies to fetch 
the product from Montana and Tornmer Valley, and they have 
had them filled with the product of other companies. There 
have been cases where men have not been scrupulously honest 
in respect of these matters. I think, however, the average 
farmer feels cbligated to the company whose barrels he has 
and does not like the idea of using their barrels for 
other purposes. We heard from the Maple Leaf yesterday that 
the cost was fractional, a small fraction of a cent per gallon. 
And from the evidence given by Mr. Halverson, whose estimate 
was rather higher, I would say we can only conclude it is not 
really a sreat charge asainst the industry. 

Q Mr. Halverson's evidence, I believe, as I read it, was his 
company had some 94,68C barrels? 


A Yes. 


And if you took those barrels at the maximum price of 18.45 
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it does mean a high capital investment, probably: $700.,000-.00 
or so? 

Yes. 

But when this is spreaa over 12 or 15 years and cenmpared 
with gallonage which is well over twenty millions, 1% ondy 
works out to a fraction of a cent per eallon? 

That is correct. 


That is your view? 


Yes, 

THE CHATRIIAN: What was Mr. Miller's figure? 

MR. HARVIE: . One-querter of a cent epproximete: 
THE CHAIRMAN: Yes: 

MR. COMMISSTION®R LIPSETT: Are you putting that on the basis 


that they pay out this 4700,000,00 and then thet was amortized 
over that period and finished with. Would there not hive to be 
another $700,000.00 spent at the end of 10 years? 

MR. BROWNLEE: Even if that is the case, that 
1s still amortized over a period of 10 or 15 years am it 
might go on revolving around from period to period. 

MR, COMMISSIONER LIPSITT: They would only get their 
$700,000.00 amortized as long as they were in business, 

But they would still have them at the end of the business, 

MR. BROWNIES 5. ; L-do. not think sow ney 

might wind up at the conclusion of one of these periods 

and have written off the investment. Mr. Halverson said 

in his evidence they have written off all of theirswith 

+he exception of about »16,000.00. 


MR. HARVIE: But they have re-invested it. 


MR. BROWNL GE : Yes. 
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q Now is it putting your position fairly, and you want to 
be fair to the Commission, you say in the first place 
this erose through the competitive factors of the companies? 

A Yes. 

Gi And secondly it has become an established-fact since that tine? 

A Tess 

& Bnd. thirdly you are prepared to state it is a cost? 

fs Yes 

ie And probably from the standpoint of the companies is somewhat 
of a nuisance? 

a rue. 

Q, FOU UNINK, NOWever, thet tho net. cost per year upon the 
companies is not high. But primarily. speaking on behalf 
Of Ghee Taruiers' Organization On eaceount of the economic 
Conditions todey anda the way they have atfected the farmer, 
VOtcoc OMe lLunder Meecent conditions it would net ibe 
edqvisatle to Make eny. change? 

ee is dO. 

3) Becavse Of the edcitionel burden that you would put upon 
the farmer under these distressing conditions in having 
to, nrovide for additional equipment of his own? 

A yes ° 

Q Which, in many cases, he could not do? 

& 1 would not way thet the practice should not be dis- 


Continued at some time. But DT think now is not “the “vime. 
qi Ti cote 2s ala Lt nave im mands 
Or. ik. FRAWLEY: Mr. Priestley, I just have u 


question, would not the farmer do better if he came In ard 


took delivery of his owm setroleum products, providing always, 
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of course, that he got some consideration, namely, l¢g off 
his present price? 

Vell, some farmers would undoubtedly. That is why there is 
a tendency for local agents to bargain with the farmers 

who are nearby. 

I was going to ask you, in your ow experience, in your 
Own company some of your agents I suppose you know perfectly 
well do give farmers something off the posted tank wagon 
price if they will take their own delivery? 

That is not a common practive with us. If there are any 
instances, they are negligible, 

There are lots of farmers who have trucks, and lots perhaps 
who have not? 

heat rs, trues 

But they have some delivery facilities of some kind? 

Yes¢ 

They come iro nese trading point and they might just 

as well take home a load of gasoline as not, but knowing 
they get delivery free, they simnly go on home and make 

the oil company come out with the petroleum product. 

Is not that what is going on? 

It is not entirely just the picture of the situation. 

The average farmer, or member of the farm family, does 

not drive to town with a truck... They drive a car. and 

a 400-pound barrel of gasoline is not a suitable thing 

to bring back in a car. 


No? 


Their car is usually handier than the truck. It is easier 


to start and cheaper to operate, and there are other 
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A 


members of the family who go in with him for various 
other purposes. 

But they do come in with their truck or with something. 
They Oring their truck in from itime to time? 

Les 

And could they not so organize their farm economy that 
they could take delivery when they are in of their 
petroleum products, and I am only saying with the 
advantage of a lessened price? 

hey Gen woUlelieieitesretably true; lize a lot of other 
people, they are improvident. They do not think ahead. 


“e@ have tried to get them to take delivery in quantities. 
Weasayo'dhyshave your Local agent: run out with one barrel 
CEStUWomvarre sana hvyinothorderssix* barrels at’ a time,” 
and so on. 

Do you think it would educate them if the Commission 
recommended that the farmer be put on a cash..sccooes 
Wellfno ,pnosieksh, but @ carry-home besis? Do not have 
it on a cash basis. But a carry-home basis, and have it 


reflected’ in’ the price’ by say lg or whatever it might be? 


ID nave Viewesin Fespect’ to thet. 1 an trying to bud ida 

: j 
co-operative community and I do Jon TAKS Le keen. 
havine farmer Smith.niggling as against farmer Jones as 
to whether he is a mile nearer town or not, and whether 
he should not pay for service at such and such a price. 
Sue io clininet.s the poliey of free delivery, Which 1s an 
element of pooling, would mean thaey the farmer in the 


remoter parts of the area would have to make a bargain 


with the commercial trucker who tiight be placed in a 
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somewhat independent position in respect to the farmer, 
whereas the agent now deals with all farmers whether near 
or far, and provides delivery service and every farmer 
has the advantage of is 

Q I do not want to get ieee a discussion of the philosophies 
behind that. That is running right up against the economic 
theory of rent, is it not? 

4 Yes, I recognize that. 

The man who is nearer the market pays more? 

A Yes, and his land is of less value if he is further away 
and his taxes are lower. 

Q MR. NOLAN: I was just going to ask you 
something, you said something about weight. Mr. Frawley 
has been saying that the farmer has his truck and he might 
get: his oil and take his gasoline out to the farm. Now 
you mentioned the weight. I can tell you that the weight 
of a drum is 86 pounds, and when it is filled with 45 gallons 


of gasoline, there is 360 more pounds, giving a total weight 


of 446 pounds? 


A Yes. 


That is a considerable weight for a farmer to handle with 
his truck, going home with his wife and family on a 


Saturday night, is it not? 


A It is. 
THE CHAIRMAN: Or even without them? 
MR.» NOLAN: Yes, 
MR. FRAWLEY: Especially if it is after 
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some difficulty in the physicul handling of these drunis, 
filled as they are with gasoline vf that weight? 

Yes, and quite often the farmer is quite an elderly rin 
and is not in a position te wrestle with a 360-pound drum, 
whereas the agent may be a man suitable for that eee 
dressed for the purpose, and equipped for the purpose, 

MR. FRAWLEY : Well, dollars and cents. 
THE CHATRM AN: Mr. Priestley, have you any 
general views that you would like to put. forward that you 
think would advantage this industry or your people, in 
eonnection with the operaticn of the industry. Have you 
anything tc suggest by way of governmental enectment or 
regulation that you think this Commission should recommend? 
Or any statutues or regulations do you think should be 
withdrawn’? 

MR. BROWNLEE: T was going to suggest 

that probably that owing to the fact that I have not 

been attending and did not know just the nature of these 
presentations, that we did not spend a4 great deal of time 
in considering them.. But I am sure iir.. Priestley will be 
only too glad to direct his atténtion to that and possibly 
supply ynu later on with......... 

THE CHAIRMAN: Mr. Priestley's evidence 
has been interesting.. He is very representative of an 
important class in this country end I would be glad to 
have his considered suggestions if he has any. 

MR. BROWNLEE:- "'e@ would have been very glad 


to have prepared that for you today, bat it did not occur 
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THE CHAIRMAN: It is a question TI have 

put to all the major corporations and people who I thought 
had sufficient interest and sufficient ability to sit down 
and think out well such suggestions. iie may accept them 

Or we mey not, but it is a great advantage to us to have them. 
MR. BROWNL"E: If Mr. Priestley wishes to 
answer now and make any suggestions, I would be the last to 
Iyceleele Withihimdoiner iter But “it did! occur. totme itis 
Pectane Near’ to LOO) GPOLOCKA a pelvie'els «4 

A My Lord, I would rather not answer that now. For two 
reasons. One is, it is a difficult. matter and one that 
requires study and consideration. The other is that I am 
after all a representative, and in respect of all these 
major things our organization has committees to do that 
kind of work. I would not feel entitled as an officer of 
the organization to express a view on a matter so important 
without a conference with my associates on the executive. 

Q MR, BROWNLEE: You would be willing to sit 
down with your executive and give thought to that and 
present a memorandum to the Commission, and possibly at 
a later date if you wish to have him recalled, deal specific- 
ally with thet phase? 

A AS*far as I am personaliy concemed, yes. 

THE CHATHAM: We think a@ memorandum - 
and we have so stated before - a memorandum without the 
attendance of a person who is wholly familiar with its 
contents is of little value, because there may be matters 
in it that one wishes to examine upon and find out. That 


cannot be done, of course, with a bare document. 
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A That is true, 
But we think thet renresenting as you do a great and 
important class in this country anda having a great interest 
in this subject, I assume, that you might be well asked even: 
as we have asked the major companies and as we have asked 
in fact everybody that we thought would be helpful, to offer 
us any suggestions you think would advantage either the 
consumers or the producers or the manufactures, as the case 
may be. ‘:e are very seriously trying to make recommendations 
that will be sound. We can only do so if those who have the 
knowledge give us the benefit of their views? 
A Yese 
Vie will be adjourning when we finish the marketing matter, 
and we will be resuming later. When do you suppose that - 
if you are disposed to make such a presentation to us - 
that you could conveniently do so, Mr. Priestley? 
MR. BROWNLEE: It might be, Mr. Priestley, 
in the nature of your organization that the parent body, 
the parent Board of the United Farmers of Alberta would 
prefer to come before this Commission rather than just the 
marketing section, and speak on behalf @ the farmer and 
make their representations at that time. So that I am sure 
Mr. Priestley would be glad to take back to the Board your 
suggestion, and possibly when you re-convene later on in 
the Fall, the U. F. A. parent body, speaking for the farmers, 
would come in and direct their attention more to that angle? 
A IT may say we have seriously considered the advissbility of 
doing thet. But in my attendance at the Commission and in 
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emerge that you were seeking opinions particuli:irly on 

this subject. I nersonally felt that perhans it should 

be deterred untilvwe ned got. your points of view and. we 
anneared before you. 

THE CHAIRMAN: Sou see there is/preactivadiy 
nO CUucstiOnN that Ls nou put tous in our <eneral Commission 
Tay ts NOV UNexmiLr ically (wound Up With the. sibiect of o1l4 
CLOM Where: Tie tey Wow an. The Garth until at reaches the 
consumer. Whatever may be done about any recommendation 

of ours, we at least want to make those that we hope will 
be helpcul. ..S0 welwill be glad to hear from -you end 

Mr. Brownlee can lsat us know, through Mr. Frawley, what you 
propose to do about that. 


MR, BROWNL"'E: IT shall be very glaa to do it, 


‘J @ 


My Lord. 


THE CHAIRMAN : Thank you very much, Mr. Priestle 


(At this stage the Hearing was adjourned to open 9:00 4. m., 


26th of July, 1939) 
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EXHIBIT 528 


in reference to the Great “est 
ViGuciveoore. prepared by the 


Financial statement, with submission, 


witness Sierabah cw rey a ee a (elu! e).e (e621 6" ehie le Wor otchiee mL 


EXHIBIT 529 


‘Brief on behalf of th> Great “lest 
Distributors Limited, presented by 


the wi tness BC Td © alia) on tavovclca eb sc 4,0 6 ahem meres 


EXHIBIT 530 


Circular issued by the Canadian 
Freight Association, 

showines I[reight rates from 

Laleary\ bo polinus in Alberta and 
Saskatchewan effective August 

Decal ach ey abel State et Keliale efoto oiiellelte jo (bv ile ale ee 


531 


Communication produced by the 
witness Mackenzie from the Ohio 
Oil Company, marketing division, 

Pew wile WOUVER A DO SLUMON WA ciel sie setae 


EXHIBIT 532 


Letter from the Champlin Refining 
Company dated July 15th, 1939, 


Re Cues LODE Ss DOSLU LON. = 62s se es isle 
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Statement prepared by Mr. a. H. 


Meg pteroweGereral Saled Panager of 
Deco. Os VOT Comps Haywire) he 
Association between his company 
and the Great lest Distributors.... 
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éoth July, 1959. leet © 
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(S. J. Helman, Esq. K. C., appeared for the Great West 


Distributors, Limited). 


Mune FRAWLEY: We have the Great West 
Distributors, Limited, this morning, Mr. Chairman. ir. 
Helman is acting for the Company. I will call wr. 
Jennett. 

BEVERLEY I. JHNNETT, hav- 
ing ween first duly sworn, exanined by ir. Frawley, 
sald: 
iy. Jennett, you are a member cf the Institute of Chart-— 
ered uccountants for the Province of Alberta? 
I agi. 
And you are the Manager at Calgary for the firm of Peat, 
warwick and Mitchell? 
I am resident partner. 
You, on our instructions, siade an analysis of the oper- 
ations of the Great West Distributors? 
Jean 
TH CHA Tian: Give me the nane of tht 
company again. 
like FRAWLEY: Peat, liarwick, iiitehell 
end Company 1% reaily te and’ ] might say, iir. Chairman, 
that it appears on the letter head of this company that 
they have offices in siontreal, Torontc, Winnipeg, Calgary, 
Vancouver, New York, Havana, London, Paris, Brussels, 


Berlin, Buenos jires, Caloutta, Cairo, Johannesburg. 


ike FRAWLEY: lire. Jennett, you did make an 


analysis of the operations of Great West Distributors on 
our instructions, and for what period? 


For three years ended December 51, 1957. 
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For three years ended Deceaber dlst, 1937? 

YeBe 

fund when did you do this work? 

We commenced late in November and completed it in the 
client's office in the Great West Distributors office, 
towards the end of December. 

So that it was not possible for you to do anything but 
the year 19387? 

Yes, December 41, 1967 was the last operating results 
available. 

Now the only other thing, to bring the matter up-to-date, 
is, who are the auditors for the company? 

ft understand that Prize Waterhouse has since taken off a 
statement, Price, Waterhouse and Company. 

Yes, have taken off a statement for what period, do you 
know? 

For the period ended February etth, 1939. 

That is what you understand? 

That is what I understand. 

And that of course would not be a statement of the el- 
aborate nature of the statement you have prepared, the 
memorandum you have prepared? 

No» 

bitte FRAWLEY: Well presumavly, wire Chair- 
man, when iir. iichenzie is on the stand we will file the 
statement taken off recently by Price, Waterhouse; now is 
this a statement which you have prepared for the Commission? 


Yes. 


MR. FRAWLEY: L offer this as an Exhibit, 


ture Chairman. 
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WITNESS; Theat is a signed copy, 


Mrs Frawley. 
(STATHAENT PRODUCLD BY THE 
WITNESS HikK w:ARi@D AS 
EXUIBIT "528") 


Q tuRe FRAWLEY: This also is a signed copy? 
A That ds the originals 
Q Oh, this is the criginal? 
A Yes. 
Re FRAWLEY: Then I think we had better 


file this instead of tm one marked as the Exhibit. Now, 
ate Chairman, we have a limited number of these signed and 
original copies but I will give you a signed copy, leaving 
the original with iir. Uutler and ir. Helman has a copy and 
Mr. Jennett has one whickr he will use. 

Q MRe FRAWLEY: Now, Mire Jennett, I suggest, 
the report, i:re Chairman, consists of 15 pages, the report 
proper and then there follows a number of sxhibits, quite a 
number of them; I suggest that ire Jennett read his report 
and make orly such references to the Exhibits as would ap- 
pear to be necessary to complete the presentation of the 
cumpany's operations? 


b This is addressed to F. Ge Cottle, Esqe, Ge si. 
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Chartered Accountants 


CANADA LIFE BULTLDING 
CALGARY 
January S,vL9S9. 
Ys Ge Cottle. Msgs Us tls, 
Accountant to the 
Royal Commission on the Petroleum Industry, 
Calgary, Alberta. 
oor: 

In accordance with your instructions, we have 
made an examination of the records of Great West Dis- 
tributors, Limited for the purpose of obtaining certain 
data relating to Section "B" of the Programme of Inquiry 
relating to Marketing by Wholeselers, including jobbers, 
of iiotor Fueis Kefined in Alberta, of Motor Fuels In- 
ported into s#lberta, and of Lubricants and Greases Im- 
ported into Alberta. We now submit our report thereon, 
together with statements, prepared from the records with= 
out confirmation, as enumerated in the index prefixed 
hereto» 

Organization and General Nature of Operations 

Great West Distributors, Limited, is a private 
company, incorporated under the Alberta Companies Act. 
The outstanding shares at December Jl, 1937, were held as 


follows; 


Geos A» vlachenzie, President and iwanaging Director 7,99@ shures 


William 5. tichenzie, Manager of the Winnipeg 2,001 " 
Branch 
hiss L. Halloran, Secretury=Treasurer uf " 
10, 000 
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The Company's operations comprise principally 
the wholesale distribution of motor fuels, lubricants 
and greases, pruchased with few exceptions direct fron 
the refiners thereof, and in a relatively small degree 
of tires, tubes, batteries and other automobiie actes- 
Sories. 

Officers of the Company have advised us that neo motor 
fuels have been imported by it since commencement of bus= 
imess Gn April, len, and our review of the accounts for 
the three years enced December 41, 1987, did not disclose 
any importations of motor fuels during that period. Lube 
sicating oils, with the exception of a minor amoune of 
finer oils, are imported, and greases and miscellaneous 
Cils are purchased from Canadian distributors or manufact- 
urers asp referred tc.in later paragraphs and statements 
in this report. 

The Company operates five central bulk plants 


located as follows: 


Calgary, Alberta 
Ldmonton, Alberta 
Lethbridge, Alberta 
Saskatoon, pask. 
and Winnipeg, 21anae 


The operations of the Winnipeg plant have been re- 
stricted principally to the packing. and distribution of oils 
and greases. Sales from plants and agencies outside of the 
Province cf Alberta during the three years ended December 
3L, 1937 amounted to only 11.3% of the total sales of the 
Company. 

The accounts of the Company have been maintained 
in e manner which permits of the detemination of gross 


profits earned in the three provinces as shown in the ap- 
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pended Profit and Loss Account, but numerous items of 
expenses, charges and other iicome are not readily 
apportionable and therefore the results of operations 
have not been segregated as to provinces beyond the 
totals and percentages for gross profits, 

Distribution is made from the three slberta 
bulk plants by motor trucks, with minor exceptions, to 
approximately 165 consignment agencies throughout Alberta. 
In addition, sales are made direct from the three bulk 
Plants to garages and detlers. The amount of sales 
through channels other than consignnent agencies is not 
readily available but an examination of the sales invoices 
for the months of sugust, 1937 and August, 1938, did not 
disclose the volume to be material. All agencies handle 
the products of the Company on a consignrient basis and 
essount for sales on the bases of tank wagon prices for 
motor fuels and printed list prices for lubricating oils, 
greases and miscellaneous oils, after deducting comnis-— 
sions at rates fixed by formal contracts with the agents. 
Commission rates provided for on a standard contract 


fer are as follows: 


Product and Class of byle Co..mission kates 


Gagoline, Refined O11 and Distillate: 


Bales to Farmers 2¢ per gal. 
Sales to sealers and Others at the 
Agency Town seh m 


Sales to Dealers and Cthers at Ad- 

jacent Towns ~- delivery at Agent's 

expe nse Rg " 
Sales to Dealers and Others at id- 

jacent Towns - delivery at other than 


agent's expense l¢ am 

Fuel Oil to all Buyers 1¢ a 
Red Head, keliance and i:iscellaneous 

Oils 5¢ . 
j1l1 other Lubricants in bbls.or cases 5 ¢ R 
Greases and Belt Dressing lg per 1b. 
Greases sold by bbl. 1.00 per bbl. 


Greases sold by Half-bbl.» -75¢ per half-bbl. 
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The foregoing rates of commission can be deo 
poribed as only applying generully in agency coutracts, 
as variations occur when circumstances warrant. Sales 
to Dealers and Others are reported to the Company at a 
reduction of lg under posted tank wagon prices, where a 
commission of oniy lg per gallon is allowed. 

The company has not on file sufficient infor- 
mation to permit of a listing of all agents who maintain 
service station pumps on their permises and consequently 
we are not in a position to indicate the extent to whioh 
the Company's products find outlet direct to consumers on 
@ retail basis. However, it was observed from agency 
sales and Stock Reports that the agents charge themselves 
at tank wagon prices for retail sales except in instances 
of sales made to Head Office custmers such as elevator 
companies, truckers, inspectors and salesmen, etc. in which 
instances the invoices are put through by Head Office at 
contract prices. From enquiries and tests made of sales in- 
voioes we have inferred that the Company has consistently 
realized posted tank wagon prices for the greater part of 
ita motor fuels and list prices for oils and greases sold 
through agencies, less the Gommissions set forth on the 
page immediately preceding. 

Property and lease arrangements with agents vary 
greatly in nature. In addition to the properties owned by 
the Gompany as referred to later herein, the Company has 
now approximately sixteen units under lease which are sublet 
to agents. In numerous other instances the Company has 
equipment installed on agents’ properties, for which no 


rental is charged. 
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Cupital. Invested in the Businege 
4 statement of the average capital invested in 
the business during the three years ended December 31, 
1937 prepared, without confirmation by us; from the 
Company's annual financial statements, is submitted as 
Exhibit "A-1" apvoended hereto. A condensed summary of 
Exhibit "A-1" is tabulated hereunder: 
Now I will read the figures 


combiencing with the year 1925, and for 1946 and 1937. 


Year ended December 51 


1955 1936 LST 
Net Current Assets qb ALOU Oy OO, 700 607 " meee erm 
Investment in Fixed assets 126,054.50 160,729.56 171,052.45 
A Gross Totel USS (195237 197,487 65 Shay eaieee 
Deduct Reserves-for Depre~ 88,064.49 52,196.56 72,404.96 


ciation 
Net Tangible Assets at umd of 185,170.88 145,294.47 152,246.43 
each Year ——— TSS SS 
Average Invested Capital for 109,696.25 165,232.67 148,770.45 


ee = rary en ene cme nr 


Year Peppers eemcemetesntene aces ened ceer-diercienprasteoeteey=mcnperenerterenel ierexsor ree 


Net Income, as adjusted, for & Ae Sr We MLO 7 Les 28,084.79 
each of the Three Years i 5 
Percentage of Net Incone to 19.097% 12.357% 19.281% 
Average Invested Capital 


nT ee EE 
eterna cae eee ETS ee Ee Fae ee ae Se ee a 


For the purposes of the above statement an amount 
of 410,000.00 set up on the books as the valuation of con- 
tracts and agencies in consideration for which the capital 
stock of a par value of 410,000.00 was issued, has been el~ 
iminated. Loans aggregating 415,000.00 made by bir. Geo. fs. 
mackenzie for working capitel during the early operations 
of the Comoany heave since been partly repaid and the net in- 


vestment of $152,246.43 at December Jl, 1957, was represent- 


ed by: 
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Harned Surplus, as per Books ® 186,220.16 
Drum Redeemable .iccount, added to Profits 9,600.78 
waking a total of 145,820.94 

Loans by Mr. Geo. A. Mackenzie and companies 
wholly owned by him 6,425.49 
Making a total of ® 162,246.43 


No dividends have been paid from warned Surplus 
Since the inception of the Company. 

Totals of the ra ae Classifications of fixed 
asset accounts at the respective year~ends are set forth in 
Hxhibit "A-1", and the following summary reflects the anount 
of capital invested in properties operated by agents at 
Decembar 31, 1937. 

I might add that this statenent 
is set up so as to develop in the last column the amount of 
investaent in properties operated by agents. This statement 
shows three headings, the first is "Gross Book Value, 
December 31, 1937" and from that we deduct "Head Office, 
Calgary, Edmonton and Lethbridge bulk plants, and then we 
deduct Winnipeg and Saskatoon investments and the balance 
in the last column is the investment in the plant at 
agencies. Will it be all. right if I just give the total of 
that, Mr. ifrawley. 

MRe FRAWLEY: Lotbink 60, do. wots eoimigieo. 
Mr. Chairman? 


A THE CHAIRMAN: Yes. 
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ee Loo = 


ee 2 Balance 
Gross Calgary, Invested 
Book Value Hdmonton Winnipeg in 
December and and Plant at 
oi, 1957 Lethbridge Saskatoon Agencies 
Land § 4,045.97 = “ 4,645+97 
Buildings COMUO THIS Tee oU 7 69 260.782 60,775.62 
Trucks and wotor Cars 40,008.58 85,6083.59 5,401.88 3,526.67 
Plant and Lquipment OO Or dO Lae) 606 2,468.70 35,725.40 
Drums Po, OVoe Oro ,ovGe00) 2,080.99 12e7 Gee we 
Furniture and Fixtures 6,004.81 3,242.57 621.294 = 


a NTR ERIE RE UNL RO Rr, eee ree eee rere. mee ae 


y 171,652.45 47,309.91 18,651.67 105,690.87 


-— 


rt ete rerene ae Nt ee cee | ee eee re 
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then the net result is, book 
value, is %171,658.45; the Head Office, Calgary, Edmonton, 
and Lethbridge, the total is $47,809.91; Winnipeg and 
Saskatoon, $18,651.67, leaving a figure of 105,690.87 in- 
vested in plant at Agencies. 

Agency stations owned by tire Geo. aA. hiaecKengie 
personally are not included in the above summary. kenvws 
credited to hir. MacKenzie for such stations during the 
year ended December $1, 1967, are as follows: 

Westlock y 1,cQe.16 
Fairview Service Station, Hdmonton 780.00 
kiount Pleasant Service Station, lidmonton 780-00 


Bulk Plant, sdmonton eee o 
Bulk Plant, Saskatoon, 


oe 


_ 


the bulk plant Saskatoon is owned by lire Mackenzie but no 


rent is charged. 


a 


waking a total of §% 5,986.15 


een te we ree pe omens 


Details of provision for depreciation for the 
three years ended December Z1, 1937, are set forth at the 
fcot of Exhibit "B-2" appended heretoe The amounts charged 


for the year ended December 31, 1987, together with the 
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rates adopted for the three years are summarized as to 


account classifications on the following page. 
and the first heading will 


be the amount of the charge for 1937 and then follows the 


annual rate. 


Depreciation for the Year ended December 
att oO lcs 


Charge for Annual 

1.937 Rate 
Buildings 1,155.38 Being at the rate of 5% 
Plant and wquipment 4,883.19 ae 2 dag i Poe aa 8 
Furniture and Fixtures 386 43 Ae ila i alibi te! 


Trucks and Motor Cars 


Druags 


Tot 
193 


6,421.11 i! " ub WY x 25% for lst 
year and 


20% thereafter 


desl ; 700 A 93 W YW nN 1? " 25% 
al Depreciation in 27,547.04 
ff a 


Depreciation of Buildings and Plant and Equipment 
is provided on average percentage bases without regard to the 
condition that certain construction has been made on leused 
premises.» The undernoted summary shows the allocation of 
investments as at December 21, 1987; and the first figure 


read will be buildings and the second plant end equipment. 
Buildings Plant & Kgquipment 


Located on Company Property $ 19,782.13 22,413.74 
Located on Leased Premises 5,020.80 26,208 26 
Making Totals © 23,107.93 48,621.96 


Statements of properties classified as above and 
showing locations are submitted as lixhibits "“Aee" and "A-3" 
appended hereto. 

Buildings appear from the records to be prin- 


Gipally of light frame construction and the average depre- 
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ciation rate of 5% per annum may not ultimately prove 
excessivee A substantial proportion of the investment 
of $33,725.40 in Plant and Equipment at Agencies com- 
prises underground tanks and fittings.« A segregation 
of costs as between overhead tanks, underground tanks, 

pumps, etc. was not readily ivailable and accordingly a 
Gharge for depreciation based on estimated life of the 
various classes of equipment was not feasivcie. 

Trucks and woter Cars are subject to depre- 
ciation rates of 25% per annum for the first 12 months 
and 2055 per annum thereafter, and we observed that the 
several instances ct sales or exchanges of motor equif- 
ment did not disclose any muterial Prortit arising from 
over~-depreciation. 

Q THE CHALRUAN: Just a minute, you gave 25% 
the first year and 20% per annum thereafter, whereas on 
page 7 you show trucks and motor cars, 25% the first year? 

A And 20% thereafter, if you will read down to that second 
line, the next line. 

Q Oh yes, I was thinking of that third figure of 25% which 
follews that, but that relates to drums of course? 

J Yes. 

Q All right? 

A Furniture and Fixtures have been subject to 
charges which appear to be in excess of what ohysical con- 
ditions warrant, but the total amount involved is pract- 
feally negligitle. 

Drums were valued on the basis of a physical in- 


ventory as at December 31, 1934 and arbitrary secondhand 


prices were adopted as follows: 
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That is at December 21, 19384; 


Galvanized Drums g &.00 
bubricating O11 Drums 1.50 
Half Barrel O11 vrums 1.00 
Quarter-Barrel Oil Drums eed) 


At that time drums on loan to agents were trest= 
ed us 66-2/3% recoverable, Since December 31, 1934, 
purchases and outright sales of drums were debited and 
oredited respectively to the Drum Account and 25% of the 
gross ledger balance was provided as depreciation. Book 
inventories prepared for us from stock records as at Den 
cember 61, 1937, priced on the same basis as at December 
$1, 1934, but with drums on loan to agents treated as 50% 
recoverable disclosed a value of 325,288.00 os against the 
net book figure of $23,967.18, From this one would infer 
that the charges in the appended Profit and Loas Account 
are not naterially over-stated, but we observed from the 
drum stock records that losses from drums loaned and not 
returned are substantial and we believe that the ma jor 
portion of the amounts charged as depreciation of drums 
actually represent drums loaned and not recovered. We 
understand that it is not the policy of the Company to add 
values of crums to invoices for product3 supplied in the 


larger types of containers. 
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The Company's Balance 
sheet as at December 31, 1937 included a credit of 
~9,600.78 described as “Drums Redeemable” with a narrative 
thet these drums were redeemable for cosh when returned. 
rreatment of the sales of drums in this manner would require 
the inclusion cf the values of suvh drums as an addition to 
the inventory discussed in the preceding paragraoh with the 
result that the depreciation charges would be over-stated, 
for the purpose of the appended Profit and Loss Accnunts we 
have included the annual increases in the Drums Redeemable 
Accounts as Other Income uhder the relative years. 

Profit and Loss Accounts 

The Company has not maintained 
ite eccoumting Tecords im a menner to permit the preperation 
of operating statements which will show the profits earned on 
the VariLouse products individually or the results oF operations 
Lor- the Dulk plants or waeencies: either: in cota or by products, 
nor are correspondi-g totals of quantities handled readily 
available. In the absence of this information we have pre- 
peared from the books end annual finencial statements, without 
confirmetion, Condensed Profit and Loss Account for the 
three years ended December 31, 1937, together with percent- 
ages of certain totals to Net Sales as submitted on “xhibit 
"B-1" appended hereto. A summary of the main totals appearing 
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Year ended Decemter 31 Percentage of Sa 
1935 1936 LOS7 1935 1936 
les 7 e109 ;017 .76 15055, 266.34 1,098 ,554.57 %100.00 100.0C 10 
st of Sales Goo pL Lowe 60S 5500.64 Slot e oe. 6D VAa~eoo  iGeucl eae 
Gross Profit SoU AOL YOG  BSL,G67770 2O0,n7D70D TBS p a naene Te 
pation, \arehouse, 
slling and Administ- 
ative =xpenses £13,122.73 242,034.40 EOD yLoOOWoS Boel. Goleta we 
Net Profit from rari ee ta i 
Operations 187076083 75935950 24,140.60 vino Yt «94 
sher Income 9,483.80 DE oo 6 70 1 OLE S97 LOS AG ager 
Net Income befurs3 = a 
Income Taxes false Oee HOO 215695 600 54,158.97 3e OU AEG) 
Minion and Provin- 
al Income Taxes 6,670.76 4,981.71 0,474.15 73 247 
Net Income ~ 205891287 LO771T.29. VRB, 684070 | i024) eee 
Q MR. FRAWLEY: All of the details shown in 


this condensed summary will te found in Exhibit "B-1"? 


A Yess ~rnere are three of them. There is "B-L" and "B-2t7 
Holt eyUSeecnentwowin this, "B=L" and "Bess 
Q To find out, for instance, where that other Income came 
irom, viet is ali disclosed? 
A Yes, that is all disclosed in the Frorit and Loss Account, 


I notice you have used the expression a ccuple of times in 


your report “Vithout Confirmation". That means what? 

A That means we did not make detailed audit of the trans- 
action. 

Q When you found a figure in one of the bcoks of accounts 


of the company, you did not go back and demand to be shown 


the vouchers and so on? 


A No. “e accepted the records as they were except in cases 


where we wanted to make a breakdown, and make an analysis,y 


Quite so? 


We might point out that 


increases in amounts of sales are not indicative of the 


actual increases in the volume of product handled as 
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for instance the tank wagon price of Red Head Gasoline at 
Caigeary had fallen from 2ig in January 1935 to-164¢ in 
December 1967, The general increase of approximately 2C% 
iePtoralyselcs’ value ror Vill? over 1955 if applied to this 
product would mean an increase of 35.4% in the total gallons 
handled. 

On September 2, 1937 and 
November 22, 1937 tank wagon srices were reduced on certain 
motor fuels and the Company absorbed in its 1937 onereting 
account tne resultant losses sustained on the relative prod- 


ucts on hand on the respective dates as detailed below: 


september 2, 1937; 


Ethyl Gasoline 13,499 Gals @ l¢ 8  “NS4799 
Red Head Gasoline Sa Somer @ lg OY Tt 
1 OLB 80 
November ag, 2eo7 : 
Hthyl Gasoline Lays ee @ l¢ 143.77 
Red Head Gasoline S4,009 " » led Neh ere 10, 
(R) idaho 
Total Inventory Losses cpr g yea 3 


("R"* indicates figures in red) 


The foregoing losses have been 
absorbed in the gross profit for the year 1937 and no segre- 
gation has been made of the amount in the accounts or for 
other minor price adjustments during the year 1957 or during 
the years 1936 and 1935 for which computations have not been 


made. 


Domininan and Provincial Income 
Taxes are stated at the actual amounts paid in respect of the 
net income for the respective years before the adjustments 
summarized on the following page were made by us for the 


purposes of this report. 
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Adjustments to Net Income 
adjustments to Net income 


1935 1936 1937 


eee ene 


Net Income (R) Decreased or Increased: 


Adjustment of Charees for Bad 
Debts by amounts collected 
during the year next following 
PCR) 1,680,587 (H)75,01 02, 0be les 


small Tools 36,283.77 written off 

in 1937, aprlied against the years 

in which expenditures were made (R)1,443.90(R)1,923.60 5,607.91 
Doty paid in 1925 aprlicable 


TOvLeS2 96.09 - - 
Refunds received in 1935 a-nli- 

Cable’ to LYS29°2.985"and 1064 (HG, 022250 - - 
Sales of Drums treated on books 

as a Deferred Liability 2,688.23 3,626.18 1,360.87 


Total Adjustments (2)5,561.55 1, 687207 "6. 9e lus 


Hepenses for the three years 
under review sre set forth in ereater detail in fxhibitits--7 
acpended hereto and the following comments are submitted in 
connection with certain items included therein. 

Commissions, Agents! Salaries 
and ‘.arehouse “xvenses included es combined totals under the 
Classificetion of Station and Werehouse "“xpenses in Exhibit 
"B-2" comprise commissions paid to agents, and savandeeyene 
warehouse expenses for the central bul« plants and the 
Innisfail stetion which until late in 1938 was operated 
by the Company. For the year 1937 \arehouse “xnenses amounted 
£6419 017s. 5 but ptie. corresponding figures for the years 
1936 and 1935 and totals of salaries ~aid to warehouse employ- 
ees are not readily aveilable to permit of e separate sub- 
classification of these items. 

During the year ended December 
$1, 1937, the Company charged off in its Profit and Loss 
Locount an amount of 46,283.77 representi-* ourchases of 


Loose tools and small equipment which had been charged to 
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equipment accounts as purchased. For the purposes of the 
appended Profit and Loss Account we have included as charges 
only the expenditures made in the three years ended December 
oh PN A, ie Si a 

Salaries of Exccutive Officers 


comprise the following monthly items: 


£f 


President ané General Manager 1,000.00 

secretary-Trexusurer L50.00 

Director and Manager of Winnipeg 

Play? (9165.00 out of 500.00 

per month reflected in Winnipeg 

Office “xpenses) 000 00 
Be OOe UC 


Patronage Bonuses represent 
rebates allowed to Locals of the United Farmers cf Alberta 
which ve are advised have now been discontinued. 

Although the amounts charged 
for bad debts show annual increeses disproportionate to the 
POCrLeISeSsINssekles. we Miehv. point voutaunet no reserve hes 
been maintained against losses or the collection of accounts 
outstanding at balance sheet dates. ‘“e are not inclined to 
view the averege annual net charge of $7,202.23 or 7/10 of 1% 
of Sales for th: three years under review as excessive. A 
cursory review of the numerous accounts written off indicates 
that losses have been assumed for the greater part in accoums 


with agents. 


Reference has been made on 
Pagsar ol Of Ti Seleport!:co the charges for depreciation where 
it was pointed Out that the provision in respect of drums 
represented to a large degree losses on drums louned 


agents and customers without charge and not recovered. 
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Averege Costs, Selling Prices and 
Margins 


#8 previously intimated 
herein, the Company hes not maintained an account classifi- 
cation of its purchases and sales by main vroducts either 
in totel or by central bulk stations and agencies, nor is this 
information mainteined in money velues in subsidiary records 
or analyses although summaries by quantities only of products 
shipped to end sold by agencies could be prepared from stock 
card records maintained for the purvose of accounting for 
products sunplied on a consignment basis. <Accordivrgly, it was 
not possible for us, without the expenditure of an undue amount 
of time, to prepare statements showing either the gross profit 
realized on main products or average costs, average selling 
prices or |margins realized on any individual product handled. 
in the uwbsence of this information in readily availeple from 
we prepared statements of costs, bulk selling prices and 
margins for. the main products handled at 15 noints during the 
months of August, 1937 and August, 1938 as submitted in 
Txhibits *C-1 to 9" appended hereto, and more fully described 
in the index prefixed hereto. Certain explanations sre made 
by notes on the statements and the remarks contained in the 
four paragraphs next followivg avnly generally to the compila- 
tion of the statements. 

Yosted tank wagon prices 
included in the foregoing statements have been adopted from 
the price lists of Imperial Oil Limited issued under dates 
of june 13,1936 "and Tune 21, 1968 resvectively and furnished 


to us by yourself. A comoarison of the posted tank wagon prices 
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with the bulk selling prices indicates thet the posted 
prices had been maintained with a few minor exceptions 
in which only fractional differences existed. 

Bulk selling prices reflected on 
the statements have been taken from sales invoices of the 
respective agencies, which invoices were inspected by us 
ion the months.of ,Ausuet,.1937 and August, 1938, and such 
prices relate only to sales in other than retail lots, 
principally to farmer trede. Retail sales nade for cash 
or on charge accounts carried by the agent at his risk are 
reported to the Comnany at posted tenk wagon prices, the agent 
presumably. receiving: eny.excess of reteil selling prices over 
the posted tank wagon prices plus the commission piovided for 
in his contrect with the Comnany. Retail sales for which the 
costomerst accounts are carried by Head Office are reported 
as to quantities only and the Comynany receives the full 
selling price less the usual commission payable to the agent. 
Lubricating Oils and Greases are sold on the basis of list 
prices which are uniform throughout the Frovinee, and such 
list prices are subject to the commissions fixed by contracts 


with the agents. 

Truck haulage costs shown on 
the statements have been edopted from the Comoany's list of 
rates allowed to independent truckers. The rates were 
confirmed by an insnection of the cctual payments made to 
truckers during the months of Ausust, 1537 and August, 1938. 
Officials of the Company have advised us that the truck 
cailway 


heulage rates are fixed at a discount of 10% on 


tank car rates, 
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Laid-down Cost comprises 
invoice cost at refineries plus trucking charges to points 
of distribution for motor fuels and freight, duty, sales 
tax etc. for imported products. A statement showing the names 
of supvliers, point of shipment and prices paid for products 
prepared from invoices inspected vy us for the months of 
August, 1957 and August, 1938 is submitted on Exhibits "D-1" 
and "D-2" appended hereto. 

An inspection was made of 
invoices for sales to other smaller companies contmwilled by 
Mr. G. A. MacKenzie and we found that the prices charged 
included only nominal advances over laid-down cost to the 
Company and that the volume as a whole has no material effect 
on the results cf operations of the Company. 

An analysis of the purchases 
of ‘texable® products by quantities prepared from the Company's 
monthly gasoline tax returns for the year ended December Sl, 
EUS) Asvas Lollies: 


nis as.eiven just to indicate volume. 


Gallons 


Ethyl Gasoline 141,683 
Red Head Gasoline 1,249,546 
Powerite Gasoline Clon aoe 
Purple Distillate 982 ,893 


Naphtha 697,601 
Trector Merosene 518 ,878 
Lamp serosene Boy 
Diesel Fuel 29,719 


4, Sagyobe 


The foregoing totals are 
subject to adjustments for opening and closing inventories 


and shrinkage to arrive at the quantities sold. ‘Totals 
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are not available as to shrinkage by products. An analysis 
of disposals of "taxable" products only for the year 1937 


is as undernoted: 


Gallons 

Sales in Alberta; 
To Ordinary Customers 5,950.419 
To Dominion Government 2 fa Be) 
To Other Licensed Companies Dio, toe 
4,513,290 
Sales Outside of Alberta 194,530 
Total Seales ASOT BBO 
Shrinkage Sey Oe 
Total 4,550,574 


ees eee: 


The foregoing statements as to 
quantities handled do not include oils, greases and access- 
ories, and as stated previously herein, corresponding money 
values could not be ascertained without the expenditure of 


an undue amount of time. 


MR. FRALEY: Now, I ‘think perhaps) you 
have not taken very long to run through that report and 
propably if you, would refer to each of the reports with 

just a short statement as to whet is in each, at least 

that is the Schedules, and calling attention to anything 
particular about them as you go? 

Taking the statement of Capital Investment in Exhibit "A-1". 
This gives the details of the various classes of assets 
which are included in the total in the earlier part of 


the report. 
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For the Three Years ended Decen 
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Exhibit 


ALi 


‘hol DISTRIBUTORS LIMIFPED 


statement of Capital Investment 
Percentage of Net Income to Invested Capital 


surrent Assets and Prepaid Expenses: 


Cash on Hand and in Bank cs 
Customers! and Agents' Accounts 
Sundry Debtors 
Devosits 
Merchandise 
Prepaid =xoenses 
uurrent Liabilities: 
Bank Overdraft 
Bee Accounts sayable } 
he a : 
epee. nae niiaeen Rio US AGN: 
Bantaien sets rrovincial Income Taxes - 
“stinated 


Net Current Assets 


fixed Assets: 


Land 


Buildings 


Cars and 
Plant and 


Drums 


Furniture 


Total Investment in Fixed 
Reserve for Depreciation 


Lees 


Net Inve 


et Tangible \kssets at 


Trucks 


Sguipment 


and Fixtures 


assets 


stment in Fixed «assets 


fpnad of Year 


let Tangible Assets at Beginning of Year 


verage Invested Capital for Year 


let Income ( as adjusted ) 


ercentsage of Net Income to Average 
Invested Capital 


ber 


31, 1937 


Year ended December Sl 


1935 


10.95 
39, 681.03 


90,923.62 
2,761.51 
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1936 
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158,326.80 


piv Bane gas 
92,056.25 


eUiMsrens 7,999 a7 
121,568.53 
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11,608.5: 
57,730.66 
800.5% 
183 .5¢ 
84,844.85 
2,548.25 


157,716.26 


74,002.86 
10,796.3% 

6,985.06 
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43,084.92 
33,154.40 

3,537.98 
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20,891.87 


36,758.27 
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3,770.97 
19,636.87 
31,605.42 
53,277.57 
48,832.75 

3,605.98 


160,729.56 
52,193.36 


108,536.20 
145,294.47 
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12.357% 


92,998.94 
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58,803.70 

3,864.31 


171,652.46 
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Now, the Trades sccounts Payable, those represent 
principally the amounts, the largest items, wonld be 

the amounts due to the British American Oil Company 

for purchases of oil from the previous month or perhaps 

two months. These figures are for the greater part a 
repitition of what I gave in the report. 

Yes? 

Now, “xhibit "A-2" is merely an analysis by points 

of the investment in Fixed Assets under headings of 

Land, Buildings on Company Land. Buildings on Leased 
Premises. fquinpment on Conrmany Land and “quipment on 

Leased Premises. 

MA. PRAWLAY $ I think just the details, 

Pay fusay SIMPLY sais des 6 2's ¢ 

THu CHATRMAN: Surely you are not going to 
read all of these? 

MR. FRAWLEY : Novero tect I do not eu 

we nesd read a single line. Simply refer to them as you 

geo by and simply say what they are. I think not much more 
than that. Really they are so well condensed that they 

do not even need to be referred to at all? 

Dihevev suv in theirepocww) i\have dealt with the details 

of all these figures and these Exhibits give ail the details. 
I would think if you simply went to '8-1" and simply say 
that is this statement showing Land, Buildings and Nquipment 
as at December 61, 1937 and it amounts to so much, and read 
the last line? 

Yes. And these details have alr ady been dealt with. 

Then | woOule nmo>. even do thet. On cxhlbiv "so". 


(Go to Page 12,148) 
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"A-3", ere details of the total on the last column 

of Hxhibit “A-2", that is sundry equipment as per 
Panos Mheoh, It is just a condensed statement. 
MB] Ne? é 

"B~1" is a condensed Profit and Loss éccount and shows 
the sales and costs of sales and gross profits by 
provinees and the percentages tihich we have already 


dealt with. 


And it breaks the expenses which we dealt with in total, 
down into a little more detail. 

That is a breakdown of what you condense in Page 9 of 
your report? 

Yes. 

Yes? 

Then the next page, Exhibit "B-2" is simply a breakdown 
of two classes of expenses which I have dealt with before, 
four ciasses as a matter of fact, station and warehouse 
expense, soljing and administrative expense, bad debts 
and provision fer depreciatione 

It is an elaboration of those items as they appear in 


condensed form in Exhibit "B-1"? 


Now "C-1", "C-1" to "C-9" are simply expositionsof 
bulk waeor. of tank wagon prices, selling prices 
obtained by the company; the laid dotyn cost at the 
various plants and the apparent margine 


Yese Now, Mr. Cottle thinks this has some significance. 
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Perhaps if you would, I mean, you might oxplain "C-1", 
which is Ethyl gasoline, "€-2" is Red Head gasoline, 
"0-3" 18 Fowoerite gasoline; "C-4" is Purple gas, light 
distillate;. "0-5" ts tractor kerosone; "0-6" is 
lubricating oils, Red Head Motor 30; "C-7" is lubricating 
oils, Red Head tractor 50; "C~8" is transmission oil; 
"G-9" is pressure gun grease, dark green; now certainly 
do not take all of them but take the standard gasoline, 
"C-2" and just show what the statement endeivors to 
Exhibit, I take "Red Head Gasoline", that is standard 
gasoline? 

YeSe 

The "Q" gasoline? 

The gasoline which he handles the bulk of business, 

Yes? 

In this statement we give aomparative figures for August 
1937 and 1938; there are two sots there. 

Take a point, take Camrose. 

We will take Camrose, no, do not take Camrose. Camrose is 
not a good one, there ire no srles- 

Then no, wé must not take Camrose then. 

MR. HELLMAN: Take Leduc. 

MR. FRAWLEY: It is too bad we have not got 
Leduc. We might take Cardston and Stony Plain- one in 
the south and one in the north. 

Take Stony Plain, the posted tank wagon price at Stony 
Plain is 25.8 cents per gallon. 

Yes? 
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b Now this, the selling price in bulk, they have not, 
you could not get this from the Company's ledgerrecord, 
so we selected these priees, we mado an cxamination of 
the sales invoices for August in each of the two years 
from which we found that the prices, the selling price 
for Red Head Gasoline in bulk was consistently 25.80 
cents per gallon, that is showing that he maintained the 
tank wagon price. 

Q By the way, that is the Imperial tank wagon price as you 


shov' at the bottom of the page? 


£ YeSe 
a Les? 
A Wow the laid down cost, the truck haulage to Stony Plain 


is 4.82 cents per gallon. 

From where? 

From Calgary and that gives a laid down cost of 18.20 cents 
et Stony Plains 

Yes? 

That 18.20 cents is tho laid down cost of 14 cents at 
Calgary plus the haulage. 

Q That is the price at which Mr. MacKenzie buys at Calgary 
plus the 3.82 cents truck haulage which gives you the 
laid down eost atthe Stony Plain station of 18.20 cents? 

Sb Yes, and that gives you an apparent margin of 7.70 or 
7.60 cents per gallon at Stony Plain but you will observe 
there thet we took one in which an unuSual margin is 
obtained. I think the reason for that is on account of 
the break in haulage, that is just outside of Edmonton, 


that is an unusual case. 
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That is unusual? 

Yes. 

Would that not extend to all of the points running aut 
of Edmonton, I do not know what stations he has up there 
but that would apply to all of the stations along that 
line between Edmonton and say Wabamun? 

4 I cannot saye I just took the one point there but that 
would have to be a case of comparing the tamk wagon 
pricos with a base price at Calgary plus freight. 

Q You say 3-82 cents and I notice that is the truck haulags, 
are you familiar enough to tell us about that, whether 
there is anything peculiar about that figure of 3.82 ecsnits 
to haul a gallon from Calgary to Stony Plain? 

P) No, vut speaking gonerally wo made tests of these with 
railway freight rates and we found out that they are 
eonsistently freight rates less 19%. 

Q Looking at Edmonton it is 2,81, I would not think anything 
unusual about it, if Edmonton is 2.81 cents, that Stony 
Plain is a whole cent more forabout 21 or so miles? 

a Well, there is a break in the rates the rate would be 
based from Calgary to Edmonton and another local rate 
from Edmonton out to Stony Plain. 

Q You see in 1938 the Stony Plain rate is 3.38 and the 
Calgary to Edmonton is still 2.81 cents; Stony Plain 
came down a bit, to 3.38 cents. Wow I do not want to 
press you on this more than you are prepared to speak 
about them ---- 

A I am not prepared to speak in detail of that cascv 
These are the haulages which you found in the books, whieh 


this Company paid? 
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Yese 

And it gave them an apparent margin in 1947, dugust 1937, 
at Stony Plain of 7.6 cents and then coming immediately 
to 1938, the posted tank wagon price of Imporial Oil 
Was down and the Great ‘vest Company's selling price was 
down accordingly; the truck haulage was down to 3.38 
cents and he therefore had a laid-in cost in August 1938 
of 14.48 cents as against 18-20 cents in 19357 and he had 
4 Margin, before commission, in 1938 of 5.92 cents as 
against 7.60 cents in August 1937? 

And it will be observed that that margin of 5.92 cents 
is very consistont with all points except when we get 

to pointssnuth of Calgary. 

Now similarly Edmonton, the bulk plant tn Edmonton, 
every plant all over tho province in fact, is filled up 
from Calgary, all of the bulk plants are supplied from 
Calgary? 

YeSe 

You are eware that deliveries, the British American 
Refinery dees the supplying? 

Yes, they supply it to him and it is trucked to all 
points. 

Edmontun has an apparent margin before commissions in 
August 1937 of 6.41 cants and in sugust 19438 of, in 

1957 in August of 6341 cents ahd In August 1958, 5.69 
cents and your note is that at Hdmonton as well as at 
Calgary, at Calgary and at Edmonton and at Lethbridge 
these plants, they are central tulk plunts at which all 


expenses are assumed by the company and commissions do 
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not apply, so that the company had a margin at Edmonton 
ofr6.61, cents’ in August 1957 and in sugust 1948 5.69 
cents, yeSe Nov) let us get the smallest one and find 
out where that is, it looks like Cardston in the south 
and you might perhaps examine that, Mr. Jennett? 

Well, Cardston in 1937, the posted tank wagon price is 
22e203; an examination of invoices indicated they main- 
tained that price. ie wre kihaulags to. Cardston 
1.87, giving a laid down cost of 15.87, leaving an 
apparent margin of 6.33 cents, which is 6-1/3rd cents 
bofore commissionse 

Yes? 

Now In 1938 the tank Wagon price was 18.420 cents, which 
is maintained in sales bulk, in tho selling price; the 
truck haulage is 2.81 cents and the laid down cost is 
13-81 cents, loaving a margin of 4.49 cents. 

Mr. Jonnett, I sec that you show a freight rate in 1938, 
in August 1938 cf 2.81 cents from Calgary to Cardston; 
it is the same by the way as Calgary to Edmonton? 

Yes. 

You feel quite sure that is correct of course? 

MR. HELMAN: In L937 herhas 2.87 cents. 
Ma. FRAWLEY: Yes, there was an increase 
there from 1.87 coents to 2.81 cents? 

Ido not know whether that can be an error or not. 
Well, the one Mr. Helman called your attention to is the 
19d” figure of 1.87 cents, would you mind just looking 
at that? 


There is an inconsistency there. 
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Q@ Oh, Mr. Jennett. your «ssintent calls our attention to 


the fact that the 1937 supply point was Coutts? 


Bb Oh, yes, that is correct. 

Q And not Calgary? 

A Yes. 

Q Now there is one thing I want to ask you about; you 
show the posted tank wagon price and that is you say the 
Imperial tank wagon price? 

A Yese 


Q And you have found that this Company ordinarily uses 
the Imperial tank wagon price throughout the provinee? 

Bs) Yese 
Phen why did you have to ascertain and make a list showing 
selling price in bulk, would that not be just the same in 
each case? 

Nu, there are some cases in which they are different. 

Q There must be or you wonla not have made that distinction. 
Now, I find in Camrose in 1938 the posted tank wagon price 
was 19.70 cents and you found that the solling price in 
bulk was 19.60 cents? 

A Yes. 

Q Now your note there says: 

"Selling prices stated above for Calgary, Edmonton 
"and Lethbridge oentral bulk plants apply to sales 
"in barrel or bulk Lots, except in respect to sales 
"to dealers, garages etc., and other instances 
"where varying discounts are allowed to meet compet- 
"Etion. Sales feo retail service pumps at these 


"points vary from tank wagon price to 3 cents above." 
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Well have you got, you would not have any retail sales 
inihere',. would you, in this socond column, “Selling Prices 
fe Bunk? 

No, not any selling price in bulk but we make a further 
explanation there that there are other sales at prices 
which vary from the tank wagon prices. 

med lodt he was selling to a consumer for instance, 
presumably he would sell at posted tank wagon price 

less 1 cent? 

Less 1 cent. 

That is what you mean? 

That is to garages and other dealers and then there are 
prices for instanec to eontract customers like elevator 
companies. 

That is posted tank wagon less 1 cent? 

Less 1 cent or some other adjustment. 

They seem to be, I think, except in that one instance 
of a departure, perhaps the other products are different, 
there is Powerite gasoline, well it is qa littlo difforent, 
at Stavely the posted tank wagon prise in 1958 in 4ugust 


was 15.80 cents on Powerite and you found the selling 


‘price of this company: in bulk to be 16.10;:. however, it 


at least speaks for itself? 

Yes, we just took those invoices as we found them. 

You: took all the invoices fnr the month of August 1938 
at those points and analysed them and found what they 

had been selling at? 

Yes, and made notes of variations where they applied. 


And any variation is simply a departure from posted tank 
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Wagon price and it would appear from a cursory glance 

that the departures were very slight? 

Very slight. 

4nd the purpose of the Exhibit, the "C" Exhibits are to 
show the growth margin, the growth spread between buying 
price at Calgary and laid-in custs at oach of the 

points you selected? 

Yes, and those points selected incidentally were co- 
ineident in numerous instanees with the Texas Company 

for whieh we did similar work so as to give comparisons 
if necessary. 

Cardston I see had a margin bofore commissions in 1937 

when the supply point was Coutts, of 6.33 cents per 

gallon and in 19438 when the supply point was Calgary, 

August 1938, that gross margin, before commission, had 

been reduced to 4.359 cents? 

Yes, now the explanation of that difference there is 
this, in 1937 the tenk wagon prices were based on 

Calgary prices; Calgary or Coutts prices, with the 

freight from the nearest point. 

Whigheverecece 

Whichever was ---- 

Whichever was cheapor, Calgary plus freight or Coutts 

plus freight? 

Yes, but in 1938 the basis was changed, I do not know 

What month it was changed ine 

June 21st, 1938? 

Calgary was made the base und tank wagun prices, for 


all prices, was fixed for Calgary base plus the freight 
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to all points in the provinee with the exception only 
of a line from Lethbridgs to Medicine Hat; where a 
price of 1 to 2 cents was made to meet competition. 

dust to follow that up, in 1947, the Imperial had a 
refining operation at Coutts? 

Y6Se 

And the Be. Ae had one too? 

Yes, 

And in 1938 both of those ocompany's ccoased operations 
at Coutts and made all their products at Calgary? 

Yese 

They therefore ehanged their price structure and made it 
all Calgary plus freight? 

YeSe 

Exeept that when they got down into what you might call 
the Coutts area, in the face of the Montana competition, 
they brought tne tank wagon prices down to something 
below Calgary plus freight? 

Y6se 

Because the Montana competition would not permit the other? 
Yes. 

411 right, I think that is enough for the "C" statement. 
They are fairly uniform all the way through, that is in 
the matter of the set up and the "D" statements --- 

Yese Wow just to stop a minute at Exhibit "C-6", please 


Mr. Jennett, and sec what the gross margin or even the 
net marzin was on Red Head, Motor 450, would that bo a 
typical,large selling of lubricating oils for this 


company? 
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my Yes, we have taken, it is the middle grade you see and 

I made a note there: 
"Red Head oils, motor 10, 20, 30 and 40 and tractor 
"40 are sold at 80 cents per gallon for full drum 
Nlots. The cost price vuris6s approximately 4 cents 
"between motor 10 and tractor 40 and, in the ebove 
"statement, motor 50 was takon as a fair averags." 

Q Yes, now just pick out a few pcints and tell us what the 
Exhibit shows? 

A Well tho statement is, the first part of the statement 
there, against which the green figures are shown are 
based, are built from the same basis as for gasoline 
and take for instance, take for instances Stony Plain 
and -—— 

Yes? 

The list selling price in drum lots is 80 cents a gallon 
and incidentally that price is maintained throughout the 
province. 

Q Yes? 

Wow the selling price, taking his commission off, gives 

the company a net figure of 67 cents a gallon; now the 
cost, truck haulage, is 1.26, giving a laid down cost of 
46.64 and resulting in an apparent margin, after commission, 
of 50.46 cents per gallon. Now that cost, the laid down 
cost is developed in the statement shown just below, that 

is we developed tho cost for Calgary and Edmonton, those 

are the only two places at which oil is delivered in bulk 
lots to the company. 


Q Yes? 
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For that particular oil the invoice cost at the refinery 
is 16.44; duty and tax is 4.31 cents; the freight was 
12.95 cents, giving a laid down cost at Calgary of 35.68 
cents. 

Yes, so that in Calgary and Edmonton where you have no 
truck haulage, the lubricating oil, this lubricating oil 
anyway, which sells at 80 cents to the consumer costs 
ths company at Calgary 34.68 cents and shows qa margin, 


after commission, of 46.32 cents? 


MR. HELMS; an apparent margin. 

MR. FRAWLEY: Yes, that is right. 

MR. HELMAN: No allowance for the drums. 
Mie FRA LEY: No aitowance for filling 


the barrels? 

No, there is a note made also on the statement stating 
thet no provision is meade for druns. 

Now Mr. MacKenzie might tell us something about this oil 
when he gets on the stand but can you tell us where this 
Read Head motor 60 oll comes fromt 

Yese 

Roerorye eG? 

Exhibit "D-2", Red Head Motcr Gil was purchased from 
Champlin Kefining Company and the Ohio O11 Company. 
From the Champlin Refining Company which shipped from 
Oklahoma, this is the same information you have, as on 
cost I mean? 

Y6Se 

Cr Eentoilt wou 

Yes, it gives gregter detail as to cost. 


In gugust 1947 the Company paid 13.7 cents a gallon Ue Se 
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or 16.44 cents Imperial and in sugust 1938 the price 
was reduced, they paid 11.9 cents American and 14.39 
Imperial. They paid 24 cents per gallon duty; 2.06 
cents sales tax in 1937, sales and excise tax in August 
oo jloope Cenvus in 1968; freight in L947 was 12.9% cents 
and freight in 1938 13.43 cents, which gave them a 
dejJivered price at Calgary, bulk plant, delivered cost 
at Calgary bulk station in august 1937 of 34.72 cents 
and in August of 1938 of 31.90 cents, that is shown in 
your. Exhibit "C.-6",, yes, all right Mr. Jennett, I think 
that is all you need to do on these "C" Exhibits; the 
rest can be easily understood now? 

A Yese 

Q They all follow the same pattern? 
Yes... ¥B-i" .shows the source of supply for the motor fuels 
end est Fer ei cu LS. 

Q MR. HELMAN: When you say "cost per gallon" 


what you moan is "purchase price per gallon"? 


MR. FRAWLEY: Laid-in cost. 
MR. HELMAN: The word "cost" has so many 
meanings» 

Ab That is the purchase price, yeso 

Q THE CHAIRMAN: What the company pays? 

vi YesSe 

Q MR. FRAWLEY: what the company paid delivered 
at Calgary in the final figure? 

A The cost, well there is for instance in the, .on Exhibit 


ng", or we will go to "HD-1", the cost per gallon at 
rofinery, that is the purchase price. 


Q Yes? 
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b Snd When we develop on "D-2", when we add all the cost 
of landing, we either call it "laid down cost" or 
"delivered cost". 

Q MR. FRAWLEY: I think it is quite clear 


What you mean? 


A YESe 
Q MaJOR LIPSETT: Did you make any investigation 
at all of the cost or were you able to, the cost 


of treating these oils when they were delivered, which 
accounts for the spread between the laid down cost 
and the selling price? 

4 No, there is no information available in that respect. 


MR. FRUWLEY: Mre Jennett, perhaps you do 


© 


not know about this, you show a series of truck haulages 
here on Exhibit "C-2", now that is what the company paid 
out to have their products hauled, is it? 

YeSe 

Q Now do you know whether or not this company oporatés as a 
separate department, for instamce, what might be called a 
haulage department, do you know if they do or not? 

4 I understand that it doev maintain a numbor of trucks of 
its own which it uses for delivering its products but as 
to what extent those are used I cannot say because in the 
cost record the trucks were by number and I did not break it 
down whether they were company trucks or outside trucks. 

Q But whether it was a company truck or a custom truck, the 
books show that there was a cost to Stony Plain, say in 
LIST Por aGe andedin. L968 \ofvo.58? 
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Q 4nd whether or not the company's trucks hauled it to 
Stony Plain or some custom trucker, the books did not 
show so far as you are concerned --- 

a The books did not show but I believe the greator part 
of that trucking was done by hired trucks. 

Q You did soe however that the ccmpany had more or less of 
a policy to pay custom truckers or to allow itself, 10% 
under established freight rates? 

4 Yes. 

Q So that we may take it, that pretty well all the way 
through this 3.82 to Stony Plain in 1957 was at that 
time 10% of the then freight rate? 

ma) Of the then freight rate. 

Q Then thore must have boen a reduction in the freight rate? 

A There seems to be something peculiar there and I think 
we had better investigate that and report back to you. 

Q You might also look at Stavely, well Stavely would be 
a southern hauling point. 


de Is stony Plein on the OC. Ns. Rs? 


Q Yese 

me) Thon thero would be a break in the rail rate. 

Q Oh, yes, there would be a break in the rail rato. 

d &nd that would increase it. 

Q Not necessarily, it could go from Calgary to Edmonton 
By Geo. Rae 

b Yes, that is true. 

Q Well, if you have nothing more to say about that, I. just 


wondered, these, the products, of this company, generally 


speaking, are all hauled by truck, are they not? 
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me) YeESe 
THE OHAIRMAN: Sny questions, gentlomen? 
MRe HwLMiN: I have no questions, My Lord. 
THE CHAIRMGN: ll right, thank you, 


Mee Jonnett. 
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GSORGE ATBXAND®R Mae ENZIE, having been 
duly sworn, testified as follows: 
MR. FRAWLEY: Mr. MacKenzie, you are the Pres- 

ident and General Manager of the Great West Distributors 
Limited? 
Yes. 
you have been asked to come before the Commission and 
be prepared to answer some questions and make such 
submissions and suggestions in connection with the Commission 
work as vou may? 
Yes 
Mr. Heltian ‘is here representing you? 
LoS 
MR. HELLMAN: YOuUmpe tomers pared G4 Drict ron 
behalf ef the Great West Distributors Gimited, that you 
have before you there? 
Tos, sl fave: some extra copies Of this, my Lord. IT do nos 
know what the practice is, whether the Commission would 
ice to nave copies of it: 
THE CHATRMAN: We do, yes. The practice is 
we cach have one andy the, Reporter has. one. 
MR. PRAY EY: That will be Exhibit--- 
(BRILE ON Boiauk OF CPRAT WHS? 


DISTRIBUTONS LIMITED IS NOW 
URED EXHIBIT "529". ) 


ea 


MR. ob ian: Would you just read thet priert 
,O the) Commsstony Nr. Mackenzie, pausing at such places 
as the Commission or Mr. Frawley may want to ask you any 
questions’ on it. 

BRISF ON SENALF OF GSAT TI3T DISTRIBUTORS LIMITGD. 


Some suggestion has been made to this Commission 
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that the Independent Jobber should be eliminated. This 
brief has been prepared to show some of the reasons in 
the history of this Corpany which illustrate the economic 
benefit to the Cibwisiness of the existence of the 
Independent Jobber. In the first »nlace most Refineries 
are operated by large organizations. These Large 
business organizations tend to become inefficient. The 
same is true when the Government esces into business. 
Hevbinevissunstituted Lor discretion. » The large organiza- 
tion does not accommedate itself to changing conditions 
as easily as the,small efficient business unit. Moreover, 
OUP wDaSiness is actively managed from Alberta. A remote 
directorship cannot deal as effectively with new conditions 
aswuney erise asrwercan. | ssome ofuthe benetits.of the jobper 
to the 0il—Industry in Alberta are the following: 
emmeecruLliomihnewmerinerieswao sell wthein 
petroleum products over wider areas without providing 
investments for distributing and credit facilities. 
TH CHATRMAN: Just what does that mean. 
Permits the Refineries to sell their petroleum products 
over wider areas without providing investments for 
CAST i ppUingaaho torekdte tf acdlitu.ess; 
Weltpewe whaveathe investments in) our elant. 
That helps the refineries? 
#ndethé equipment, sand we carry all the overhead charges 
Such as insurence Aniwthenes oCbtheatukind. They. have, ne 
risks whatever. There are investments of that kind which 
Reap) absorbed) hy nus. Our stations and truck and 
equipment and distributing plant. 


In what way does that cause the cost of the product to be 
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2698, Af any? 
I have described that a little further on, my Lorf. T 
think that .will.add be, covered. 

MR. COMMISSIONER LIPSETT: On this point, have you 
distributing points at any points where the B. «a. or the 
Imperial do not operate? 

I believe possibly we have. 

THE CHAIRMAN: Bo you know? 

I have not picked them out but referring later here to 
that 4nd in connection with that map, that I do not see 
here now, that Mr. Frawhey had illustrating the points 
that the different companies had - I have not been here 
very often ---- 

MR. COMMISSIONER LIPSETT: I would be glad if you could 
give us a list of the points where you have distributing 
points and where the other companics have not? 

I will be pleased to submit that later, Mr. Commissioner. 
Yes. 

ae (AS sonetLiustration .of the venelits or the 

distribution of petroleum products by this Company I should 
like to give the following example. at the time we 
commenced business it was our opinion that the system 

in effect was not modern nor economical. Although some 
of the changes we inaugurated have now been adopted ky 
some of the distributors, the old conditions exist with 
many of the Oil Companies operating in this Province and 
Western Canada. We commenced by installing underground 
storage tanks at the point where distribution was made 
and we also included our retail outlet at such point so 
that both the wholesale and retail business were conducted 


from one place. This brought about a substantial saving 
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which manyoop*thesrefineries ultimately adopted. fn 
addition delivery was made by us through truck operation 
instead of tank car operation. We can haul from three 
tortoun sii fterentyweradeseotwrueljin one-truck., Prom ur 
expericnes;tweseare of “the opinion. that where large outside 
storage tanks in country points are exposed to climatic 
Sonditions and. where the distribution ig not large, such 
asiisi\ the cascyof Ethyl Gasoline or Standard "Q" Brand 
Gasoline ,the value of the products would greatly deteriorate 
as) tow the anti~knockiquality of the fuel where TetraethylL 
Leads was used,e but through, our form of distribution, a 
bresher tandewettbersiusclas\ayailable to the consuming 
publicvas! the amount, of fuel in storage was smaller, the 
storage is more efficient and delivery was made by us 
through truck operation instead of tank car operation, 

WR. HEDMAN: Just pause there. This system 
of uSing underground: storage, which has been the way you 
carried on your retail business, that was’ inaugurated 

by your company? 

Iveelieve it was. 

and the system of making distribution by trucks instead 
of by tank car, that was inaugurated by your company? 
PAveLicye so, yes. 

And you contend that these things have been of considerable 
benefit to the consuming public? 

I do. 

THE CHATRMAN: Mr. MacKenzie, you make a 
Dolntenew  toOsusimthat there, is. less.deterioration.in your 
underground tanks? 


mes. My Lord, what I wanted to point out was---- 
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Are you satisfied of that? 

What I wanted to point out was this, I believe it has 
generally been concedec, unless in recent years since we 
commencec that some change has becn made in the tetra- 
ethyl lead; for instance, you take in the country points 
where there is no large sales of ethyl gasoline or what 

we term Red Head, which is treated "Q" brand gasoline, 
treated with tetraethyl lead, that poroduct deteriorates. 
It seems to go away. You lave not as good a product 
unless it is used with reasonable promptness, and where 

a large storage is kept, with many of the oil companies, 
and I do not believe it will be denied by any, when they 
get in that position in many instances they nut reduced 
prices on to try and dispose of the product, that has a 
lower value. ‘With our form of operation which we put in 
that condition does not exist because we put in smaller 
storage tanks of from 1,000 gallons to 2,000 gallons and 
the smaller quantities of this product is kept underground 
and is not exposed to the sun or to weather conditions. 
And deliveries are made: more quickly and it is better fuel 
than when it is kept there for a while. 

THE CHAIRMsN: You do more mixing and more 
frequently? 

Yes, we put out our products more frequently, whieh I deal 
with that here later on too. And again there has been 
many cases in country points where we do that, where we 
have electric pumps in making the distribution and the man 
comes and says "This product was exposed to the sun and 


in putting in my drums’ I do not get the full gallons." 
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Now, in the tanks underground it is cool and that condition 
LS eliminated. 

That is what ! want to know about. tT can understand witk 
your small tankage that you aré renewing it from fresh 
batches? 

Theat. LSerien ts 

And then obviously it would be fresher? 

it is fresher. 

We have heard that there may be deterioration if it is 

long standing. But what I wanted to explore was has it 
been decided that storage underground will lead to less 
deterioration than storage above ground? 

Oh, yes. 

Gertainly it would have an effect on evaporation but I am 
referring to deterioration? 

THiS System is more modern and will actually do that. 

Whe Olner CONMdition 16 the exact reverse condition of 24% 
That is a point. It has been suggested to us, by inference 
at least, that umerground storage could be well pooh- 
poohned. Now, you are. 2aving, something quite differents 

On what do you predicate your statement. This may not be 
important to you but it may be to us, I mean this point? 

My experience. Naturally, possibly many people have been 
in thé oil business longer than I have but at the same time 
ieeom pDOinNtene story experience, the practical experience 

I have had in this business. ‘Ye ourselves have outside 
storage such as at Edmonton, Saskatoon and various points, 
and we have found where we can put products in those larger 
tanks and we can move it rapidly, to prevent evaporation 
losses and other things, we can get away from any of these 


things. But we gay that in the smaller towns,and that is 
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the large majority where distribution is made from, and 

lL will leave that to any man’s intelligence, that if you 
baye 4 tank that is exposed to climatic ennditions, with 
the sun it heats up and it cools and goes back aud various 
matters, that the tetraethyl lead in these products, 
unless there has been something chenged recently that I 
am pot aware of, 10 must. the anti-knock value of that 
Proguct Must navuralin go down. It cannot help it. 

And that is a point I’ do not think possibly it will be 
cenied Dy gractical oll mén “that are in the 9°11 business 
but what that is a fact. Unless there is something that 


haegeome Lately that I do not know of. But our contention 


QQ 


has elWays Deen thag it is fresher fuel and it is better 
fuel and unque Stionably we do not seem to have any complaints 
from our products, from the distribution of them from 
underground storage as against the other. Tt is quicker 
and more modern. 

MR. FRAWLEY: That 16. size, smaller storage 
and quickness of turnover? 

¥és. 

But if you had the same tanks underground as you have 
OVeENeround sWOULG tere We iany Giirerence ab a lie 

Yes, there yworla pe) a dirrerence, in the fuel. There oenmno. 
Le: Wb hed difference. We have built up this system 


7 ir 
| 


of distribution and I believe I misht say, Mr. Frawley, 
that you are quite conversant with that and you have had 
varied experience, and I believe you would agree with me 
that is a more modern system and a more ideal way of 


handling the products. Many people are going into that 


System. 1 believe we were responsible for the creation 
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of it in this Province. 

Yes, and I think so too. There are a lot of other things 
in connection with underground versus vertical storage 
and so on? 

Yes. 

But following up what the Chairman has been saying, the 
point of this operation is there is less deterioration if 
the storage is underground than if it is overhead, 
forgetting about the quicker turnover. You still feel 
there is less deterioration in underground storage, even 
granting it may be of the same capacity, than there is 
in overhead storage? 

yes. 


We will have to explore that? 


Yes. 
MR. PLOTK NS: May I ask a question? 
TIE CHAIRMAN: Nees \Oersad nly. 


I can understand about evaporation and I understand a 
certain measure of deterioration, but the witness is 
Suggesting quite a-new point, as I appreciate his evidence, 
namely, that this tetracthyl product will deteriorate. 

MR. FRAWLY: Yes, that is right. 

THE CHAIRMAN: if moses +A ts: qualities in time, 
and that it does oh in @ lésser degree’ if it be underground. 
Now, that has not been explored with the tetraethyl people. 
MR. FRAWLEY: No. It is too bad, because they 
were here for a long time and if we had known this. 

THE CHAIRMAN: It may be too bad but I think, 
perhaps, they should be given an opportunity to speak on it. 
MR. FRAWLEY: Lose andere lO Whe Wild be -asked 


to speak about that too. But I would like the Ethyl people 
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to make some statement on it. 

THE CHATRMAN: nore OO Ge AEA. 

I know that was the experience and unless there is some 
inhibitor or something of that nature that has been put..in 
GO OLESe? 0 } [Mam only Sivine 2t to you fromthe Biactuad 
experience I have had, and I understood that thing would 
be=Hrovght up oy eine other (people, but I am giving my 
evidence of the conditions and things that we have done 

as jobbers. 

THis CHA IRMAN: i think it wall be weny 
interesting to hear you justify your existence and one 
hopes you will ‘dvorsojuite satisfactorily. 

MR. COMMISSIONER LIPSETT: Mr. MacKenzie, on the question 
of this deterioration, is there any greater deterioration 

in the small tanks on the railway siding or country 

points than there would be in the big tanks &8t the refinery? 
Wel Dwor TcOurse , with largsetanks ‘at the refinery, the way 
Punderstand itv, thevrepinery has to send samples to 

the uthyl Gasoline Corporation for their product to be 
tested and then they make’ up what might be termed a big 
batch of so much gasoline that they make at one time. 

That does not stay in those tanks, I presume it does not, 
lone enoueh. tolactermorate. It is comparatively (fresh fued: 
That is the point "Il ‘was going to put ‘to you, Mrs MacKenzie. 
We evema considerable volume of evidence that the 
refineries operate uniformly throughout the year and that 
UNISY "WuOre Une weasOLine inislack periods "to Sakescare oc 
(ie peak weriodey What." was asking was would 

there be any more deterioration in the small tanks along the 
railway sidings tin the country than there woyld be in 


that storage? 
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Yes, I would think so. It is a smaller volume and they 
have not got the same volume of product to hold in it. 
If a t@nk should possibly hold 12,500 gallons of product 
product, agai general rule they are not full. They ‘are 
generally put in a tank car which may be 6700 gallons and 
in a warm day that is heating against it and you have the 
additional space between the top of the full and the top 
Of thestankiewhnich markikess cylinder, heating likera 
TUrnece, ence vekecoSs pulling Onsit iat whee pies iqgiite 
reasonanile iti would pe more. | 
MR. PLOTKINS: I wanted to pursue that point 
to) getiiviebear. You know, Mr. Mackenzie that the light 
ends that cvaporate are very high in anti-knock quality? 
Yes, 
So that a substantial portion of the light ends are 
allowed to escape through long periods of storage and 
that yin liusel tf willbe, one of sthe causes ito reduce the 
anti-knock quality of that gasoline? 

1@o,.) Vine Wale jomicddl tion. 
THE CH..IRMAN: What do you mean by light ends? 

Well ivoutieyen iieht, ends in 

the fuel that is made like, you take casing head or other 


products put in gasoline, and it is very much lighter 


fuels itjeisiwhat iis first cut off from the refinery 
manufacturing. 
MR. PLOTKINS: [It isithet portion, of . the 


gasoline which is allowed to remain or is added to the 
gasoline to give proper volatility? 

Yes. 
That is proper starting qualities? 


Yes. 
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And that is lost after long periods of storage? 

fn My OPINION aS. 

and being these light ends or this nortion that gives the 
easy starting and acceleration has comparatively high 
anti-knock qualities in the range of 82. to 85 octane, 
Heuurei ly 2c eirecis wie Oetane of the remaining fuei? 
yes" 

TH Ci. IRIAN : That is over and above any 
deterioration happening to the tetraethyl lead? 

Mi. TOT. NS? That is right. That has nothing 


tO U0 With Stay. 


MR. FRaNLEY : That would apply to non-leaded 
oroducts? 
MR. PLOTKING: Yes, just the same. 


, 
There is another cause for deterioration in storage, and 
that is gum formation. You are aware of that? 

4ea5 

YOUsave “s0cc1 Lele ine Maximum amount of eum that. the 
refinery should allow in the gasoline when vou purchase 
the gasoline? 

Yes. 

And your experience is that after two or three months*t 
Syora.e, (or Ever shorter periods: than that, depending om 
weather conditions, that there is acceleration of the 

gum forming takes place in the gasoline when it is stored? 
Toi vr Ome OUr oni ex verLence 10 our own. distri buvion 
enews Serchnet. =» 6 do not hold our product, -in-our 
main distributing plant long enough. ‘Ve make rapid 
distribution from there. B3ut from listening to other 
people that are in) the ail. business, that retain this 
spordee for Longer periods) of time, Ll have heard the same 
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Subject which you have suggested to me. 
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G. A. Mackenzie. 


You know that is one of the qualities we require in 
gasoline, a minimum amount of gum? 

Yes, tay Le rienG, 

And gasoline that is not turned over fast enough at these 
country points in large tanks it is natural te assume 
the re will be a consequent addition of gum? 

Yes iL would say co. 

You know too that the more gum the more the anti~knock 
quality and the general qualities of the gasoline are 
reduced * 

Les 


SOpvo ot J erCnGs@ ther ector in lone storage? 


Well, I did not bring up----- 
THE CHAIRMAN : What is that. You say accelera= 


ti0On of sum forming and what is the last? 

MR . PLOTEINS: i say that. is enother factor 
which decreases the anti-knock qualities, and also decreases 
the general Guelivres vpeceuse it causes that sume 

Now, why do we specify the maximum amount of gum in 
gasoline, Mr. MacKenzic? 

Nell, we Wan cC Minimize it as low as possible. 

Dew moulceyor recall in years, cone Dv we, hed coneicerepie 
trouble with valves sticking? 

Lee 

And cvililncsrs sticking due to .sum formation in the gasoline: 
gets 

Se du.is 4 desireable quality. to have a minimum amount of gumt 
wee. 

Have you ever had it told to you or have you observed 
yourself that tetraethyl lead will separate from gasoline 


in time? 
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I have not had that experience myself, no, because we do 
not keep it long enough in storage. But it has been said 
by people that are in the business that that happens. 
MR. FRAWLEY; When it shows signs of 
separating, you get it out? 
Yes. 
MR. eLOTKINS: You observed in the early days 
of tetraethyl lead that there were complaints from the 
garage men of lead deposit on the cylinder heads? 
Yes. 
And you also remember we used to have those same lead 
deposits in the pump hose? 
Yes. 
That would tend to show there was separation? 
That is why I wanted to give the Oommission the advantage 
in which we consider our operation is over and above the 
others, and that is the reason why we started in this 
manner of this distribution. 
If there was separation of the lead it would seriously 
affect the anti-Knock qualities of the product? 
Yes. 
MR. HELLMAN: Mr. MacKenzie, you were 
up to paragraph 3 on page oS of your brief. I was going 
to say, my Lord, that you may reriember something that 
George Bernard Shaw said in a preface to one of his plays 
some years ago. He said "Everyone should have to 
appear before a tribunal at least once a year to justify 
his existence, otherwise he should be taken out and shot." 
If I remember his language? 


MR. FRAWLEY: Yes, we might just assure Mr. Helman 
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this is not altogether an action for a declaration that 
the Great West Distributors should be wound up. 

MR. HELLMAN: I would not like lawyers~to 
have to go through that system of justification. 

THE CHaTRBTan : Ms. Helmean, if, in Our (opsnvone 
WhelswitS 1S aieooverm, wae jobbers "in this country paw 
no Useful part we will say so in the plainest Bnelish 
and we will recommend that they be eliminated, so far as 
there is Governmental power to do so. It may or may not 
he important to Mr. MacKenzie, and it may be a joke to 
him, whether we uo or do not recommend so. That is ail 
LOeTO ili. 


MR. HEDMAN: What lI was going to say was 


er 
(a) 


that probably other persons in the community should 
MAde= toxjustity their existence. You were at paragraph 3 


W 


OnngoPe a. ili your so Gn. Lrom there? 


Se, GLee found ~wnet))) considering the 
railroad rates, distribution by truck was more economical 
as on contract trucks we allowed truck haulers, and still 
do, ten percent below the fifth-class tank car freight rate. 
MR. FRAWLEY: That may turn out to be not 
enough if these new railway rates---- 

I am dealing with that further along, lr. Frawley. 
MR. HEDMAN ; He is goming to that in the 
next paragraph. 

ne Ge ube SCOR On LS tin Duy Lon de 
much faster ag we can deliver to almost any place within 
the Provinee during the period of one day. Since this 


form of operation was created by us, others have followed, 
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but in many instances our competitors are also delivering 
to vertical tanks on Railroad Sidings. On account of the 
adoption of our method of operation, we are now advised 
that the Railroad Companies are putting reduced freight 
rates into effect on august 15th for shipments from 
Calgary in tank cars and these rates will be from 2% to 
58% less than the present prevailing freight rates. We 
Shall be pleased to submit to you, if you desire, a copy 
of the contract which the Railway Oompanies are offering. 
MR. FRAWLEY: I would like to have that. 

I intenced to file something of that same kim, Mr. 
MacKenzie, but if you have that contract there handy, 
you might as well file it now. 

MR. HELLMAN: Do you want to make any comment 
on that contract? 

MR. FRAWIEY: Yes, if you wanted to discuss 
it before you file it, Mr. MacKenzie, all right. 

I might state, my Lord and fir. Commissioner, that the 
point of possibly dealing with this part of it a little 
faster, that the heads of the railway companies, some of 
them, met me and suggested that our form of operation by 
truck was the cause naturally of creating them to reduce 
THelrVlreisn trates’. So they wanted me to give to them 
our cost of operation on the trucks so as to be sure that 
they could make a good job of reducing their freight rates 
far enough so that the trucks could not operate any more. 
The rate which is being made ig not the rate which is 
published for everyone and for the benefit of all. This 
is a contract here which is submitted to the Imperial Oil 


and the McColl-Frontenac and apparently they accepted, 
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that the Association gavc to me. You sign a contract 
with the railway company that you will haul all your product 
by, rail and for so doing they give you these varied reductions 
Ln abie ra te.. In the instances I have mentioned ,from 

2% to 58%, I have taken the letter in which the Tocal 
District Freight agent of one of the companies, the 
Canadian National Railway, sent to me, saying what these 
rates would be. Now, so far we have not accepted this 

and this means then that the railway comparies now are 
trying tO put in @ more economical form of distribution 

than by truck, which was created largely by us through 

this Provinee. Through the smaller amount of freight which 
they had, than they had been obtaining, it was necessary 
POP ebnem .bO ao chins. In my opinion it was us that 
ereated this condition and that is the reason that these 
price chanses have just come 3nto eriect. You wild notice 
the reason it was done. tie Was no tb TONS Lor (Our 
company and for the large distribution which we had and 

the truck shipments, if it had not been for that none of 
these things would mye come into being. Not only thet, 
but this creation caused by us, the other oil companies 
Bre couvile twheesame price end coiling into other places: 
and Ub Ol Our 1 orm "of distr@pution it would not have 
happened and these new retes would not have been put in. 

It was) Getimitely eresaved Dy US as jobbers, there is no 
question about that. 

MR. FRAW:RY: ro. er poe CL retary aa aS 
from the Caradian Freight association. I suppose it is 
technically cmown ad Os" is Oey PACURY Now 4. 


TH CHAIRMAN: Mie LS ine LOrm of contract 
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which the Imperial Oil and the Mc0oll-Frontenac have 

accep ted? 

MR. FRALEY: It is called "agreed Chargs 
between the Canadian National Railways, Oanadian Pacific 
Railways and Imperial Oil Limited, Mc-0oll Frontenac Oil 
Oompany, Limited, on Petroleum Products as specified herein 
from Calgary, Alberta, to points in the Provinces of 
Alberta and Saskatchewan specified herein. iffeotive 
Aes Go LD thw. oog. 

MR. HELLMAN: I think you said that in order 
to get the benefit of these rates the distributor will have 
to use the railways exclusively? 

Yes. May I have that contract? 

MR. FRALEY: Let us just mark it. 

I would like to bring out a point on this for consideration. 
THE Ci. TRMAN: Yes. 


(DOCUMENT IN QUESTION IS NUW 
MARKED EXHIBIT "530".) 


THE CHalTRMaN : Is it exclusively? 
MR. HELLMAN: I understood from Mr. MacKenzie so. 
THE OHATIRMAN : It may be, but as I recall the 


British American witness, Miller, he was under no such 
contractual obligation where the operation could be 
performed for less money by truck. 

MR. FRALEY: That is what he said and I was 
interested in having him show----- 

MR, HARVIE: That is correct, Mr. OQhairman, 
and that is possibly one explanation of why they have 

uot signed this agreement. 


I want to look at the Exhibit, my Lord. Now, we have the 
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right - the railway companies offered us this contract 

if we would sign this contract, which they submitted to me. 

What I want to bring out is this, that with this condition 

and some of the companies possibly going back to the old- 

fashioned system again, that possibly they have large 

tanks on railroad sidings such as 40 or «0 years ago, 

You are right back to that. ~Possibly they have that 

equipment and can use it. Now, insofar as this agreement 

goes, my Lord, it says: 
"7he shipper shall be at liberty without infringing 
"the provisions of this agreement to ship the said 
“tpratfie from Calgary, Alberta, in trucks of @ tank 
"capacity not excesding 1,000 gallons, for distances 
"not exceeding 30 miles by uighway (according to the 
"vefficial highway map, 1968'. of the Department of 
"Public Works, Province of Alberta), and in the case 
“of products shipped by rail from Calgary to any 
"station or place distant not less than 30 miles 
"therefrom, may transfer such products by truck to 
"any nearby agency." 

That is the way they are closing in on it. 

THE CHaTRUAN: 50 miles range? 


Yes,- and only with 1,000 gallons. 


(Page 12,182 follows. ) 
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1 
And then they have the right, when you are reading this 
COMUTa0t, tO puR yO your orifice end if you do not do 
this and that, they charge this and eee back and s0 .on 
but I have not given them yet our answer in connection 
With it but---- 

Q iites FRAWLEY: Mir. iwacKenzie , if you have 
a point off the railway altogether, you could not pos- 
sibly use their facilities, do they make an exception in 
that case? 

A Well they may give you the right, I have not gone through 
the whole thing, Lf JU80 GOCK That as] point that “you 
could truck. Of course you could have the right to truck 
your products in small lots you see. I would say so. 

Q well they would not be sco unreasonable I suppose as to re+ 
fuse you the benefit, if it be a benefit, of this agreement, 
you tlust be exclusive, as I understand? 

ah Yes. 

Q You must give them all your business? 

A YeSo 

Q But Fou couldn't give them-<-- 

a You must sign a contract. 

Q But you couldn't give them the business for your sub- 
stations off the railway and you have to service them in 
some way? 

A Yes. 


Q Then they would not hold you to using their facilities to 
getting your products to that point? 

J Well I have not gone into that, that is the whole contract 
and when you read it you will see. 


Q WR. FRAWLEY: Yes, very well: 
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THE CHAIRMAN: We will rise now for &4 
recess. 
(A recess of fifteen minutes was here taken). 
Q THE CHATRuAN: Just to explore a little 


further what we were speaking about wh@ we rose, ir. 
Mackenzie, we have been told that the ideal thing is to 
have continuous operation of refineries, to store it ap, 
that which is needed in the peak season, during the season 
when the demand was small, would you not get that state of 
deterioration you speak about, in the refinery storage : 
under those conditions? 

A qd do not think so. I do not think that that is in storage 
long enough and further I question very much if there is 
sufficient storage of tetraethyl lead as used €+ those 
points during that period. 

Q What is that again, your last statement? 

A That tetraethyl lead is used in standard or Lthyl products 
during that period, in siting this I have thought over it, 
that there are plages Like Vulcan, that is one that I 
remember, and othex points, in which I was advised that 
products had to be moved on account of the state of deter- 
ioration which I cite, recently. 

Q inaRe PLOT KINS: Mime Gneairmen. LL think can 
Glear that situation up for you. hire MacKenzie, do you 
know whether or not the refineries treat with lead for 
storage, in other words, when they accumulate products 


for storage, whether or not they actually do treat them? 


A I do not know. 


Q You do not know? 
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I do not know. 

The prectice is, I suggest to you, not to treat and only 
to bring it up to the proper specifications reasonably 
soon before shipment, in other words the winter product 
or the accumulated product would be accumulated in their 
raw state? 

te. 

ind therefore. when you receive the products you would get 
them at the full specifications? 

At the time we received then. 

THE CHATRGAN: Oh, it is charged in a semi-« 
raw state. 

whe PLOTKINS: Yes. 

THE CHalRiian: Is not all the processing 
done, other than biending with the tetraethyl lead---- 
Re PLOTKINS: No my Lord, not necessarily. 
in fact it is not actually. It is stored in such a state 
that it will cause the least deterioration both itt volume 
and specifications and it is leaded before shipment. 

THE CHALTRUAN; How abovt your light ends? 
MR.«aPLOTKINS: They are also blended or 
taken care of prior to Shipmemt; the light ends are 


stored separately. 


iw.Re HARVIE: In special tanks. 
THE CHAIRUAN: All right, thank you. 
whe Hisbiial : iY. Mackenzie, you had are 


rived at paragraph five on page three? 
Peed ion Our Lorm.oLt 
distribution has not only been of great benefit to the 


consumers but also to the Provincial Governient by addition- 
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“t 
él revenue from the Gasoline used in this truck equip- 
ment. We have been advised by the Highway Traffic 
Board that there are 473 P. S. V. Oil Operated trucks 
operating in this Province at the present time. 

Q THe CHALRisN: What is meant by "P.6.7."7? 

i That is Public Service Vehicle. 
DH Gill TR wl: Oh yes. 

é£nd taking on an average 

the amount of Gasoline used by one truck, which we have 
taken as from our own equipment, it amounts to 8770 gal- 
longs per year making 4 total consumption for the 473 
trucks of 4,148,210 gailons of Gasoline and the Gasoline 
tax 2t 7¢ per gallon would eiount to ¢290,574.70. 

Q THE CHAT AN: Theat is all on Red Head I 
pre stne 7 
Re HitLoialh: lO « 
WITN BSS : It should be, you know. 

Q whe FRAWL AY: It is your system? 

A It is our system they should use it. 

a} Mire FRAWLEY: Why do you say 7 cents, is 
Dope Lor or thay Suurt a | cent product? 

& HO, won OOD Linisned: With tnhise I refer. to that voc. 


5. Wwe are also advised by the 
Highway Traffie voard that in addition to the P. 8. V. 
Oil Operator trucks, there are 579 C.V. Oil Operator 
trucks used within this Province, which means Company 
owned trucks “nad by figuring on the same basis it would 


meen a consumption of 3,626,850 gallons per year and the 


Gasoline Tax would anount to 4, 262,60608.10, making the total 
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Gasoline Tux $523,042.80. In addition to the above, we 


have figured the average cost for licenses per truck as; 


Wheel Base 35.00 plus ¢90.00 ~ %125,00 
Po S. Ve Trucks ~473 @ 125.00 - 59,125.00 
Gr Vere LG Ss Bo @ 125.00 = 47,375.00 


This makes a total revenue 
from the trucks per year of :629,542,;80. The above figures, 
of course, are taken approximately as we have no means of 
figuring as to their accuracy but it is sufficient to give 
you an idea as to the additional revenue made possible by 
this form of distribution, which we, as jobbers, believe we 
are responsible for. In addition to this, if the men en- 
ployed on these trucks operate on the same basis as we do, 
that is, we use three men to two trucks, it would mean an 
additional employments of L273 men. Naturally there was no 
advantage for the ix; jor Oil Companies to handle the dis- 
tribution in that manner until they were forced to do so 
from an economical standpoint, and may I suggest that if 
this is not correct and if the railroad shipments did not 
continue to decline on acsount of this form of operation 
which was made possible, then why have the Railway Com- 
panies reduced their freight rates? ‘They have done so to 
meet this competition and in many instances to try and put 
the truck overators out of business now, and in our op~ 
inion, none of this would have been done if it was not a 
condition created by the jobber. 

In other words, my Lord, 
and Mir~ Commissioner, I maintain this, that if this ad~ 
ditional revenue I am setting forth here. that it was one 


created by us in the actual consumption of gasoline in 
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this Province and these additional licenses at the min- 
imum I have, which is very low, + think the average would 
go much higher than that, and that is an additional revenue 
to the Province by that form of operation which is created 
by us largely and which is put forward today by practically 
every company that is operating within the Province. 
aR» FRAWLEY; Yes, that iexyour kind of 
Jobber operation; now there is another called the North 
Star which does not use your method at all, to speak of, 
does it? 
It is all right to use his trucks though to make distri- 
bution and his trucks are included in this form. May I 
suggest this, tir. Frawley, that I can read 6 Chkhause 
6 which you just began to ask me about am it will 
cover your first question. 
bike FRAWLEY: Yes, that is true. 

of Further, the Jcvernment ob- 
tains the full benefit of the Gasoline Tax whereas for 
Agricultural distribution, they only receive cne cent tax 
and the balance is credited to the farmer through a 
coupon form for six cents per gallon where the producta 
are used for agricultural purposes. 
MR. FRAWLEY: Why lo you say the Government 
obtains the full benefit of the gasoline tax? 
All I was suggesting is that a great deal of your volume 
moves at the 1 cent tax? 
Oh no, there is none of it. I am talking abtut the gasoline 
tax, the gasoline tax, iir. Frawley, that is used in the 


consumption of the operation of these trucks only. 
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MR. HELLMAN: und there is half a million 
dollars. 
THE CHATHWAN: Over »o00,000 of revenue to 


the Government because this particular form of distribution 
is used? 

Yes. 

MR. FRAWLEY: Half a million dollars, yes, 
of gasoline tax, and that is just the tax which arises out 
of the operation of the trucks? 


That is right. 


wRe FRAWLEY: Oh I see. 
THE CHAIRMAN: Plus the licenses. 
iRe HELMAN: Which would all go to the 


railways instead of to the Province. 

THE CHALIUAN;: ir. MacKenzie suggests any- 
thing we might suggest, the Governiient might be slow to 
accept our recommenxations, if it takes away yo29,000. 
WITN&SS: I am only taking that on the 
volume that is used for that operation today in the number 
of trucks. 

THi CHAIRMAN: Yes. 

WR. FRAWLEY: It looked like a big figure? 
Of course, My Lord, and ifr. Commissioner, I only wanted to 
bring out to you on this, it was not the Government idea 

I had in mind at all and I have not noticed at any time 
that any of these advantages had been brought out, that is 
just what the jobber has done in creating a condition of 
additional employment and additional revenue to the Govern- 


ment, within the Province. 


THs CHA Iki AN: Quite so ami I think it is a 
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point well worth taking and I think your other point is 


too. 
tAJOR LIPSETT: L notice also in that re- 


vised railway rate, Mr. Mackenzie, that it does not seem 


to be a long term policy of the railways to give this re- 


1. 


duction, it is to terminate definitely in 1940 or 1941? 
Yes. 
Which might neane<-= 
Sufficient time to put the trucks vut of business and then 
go back and change the rate. 
At least there is that possibility there because it is 
definitely not to go on after that particular date? 
Yes» Well the whole thing, as you will understand, my Lord 
and wirs Commissioner, that through this, and that is why I 
wanted to bring it to you, and I thought, there has been 
much said about trucking and railway shipments but in no 
instance have I seen where it has been brought to your at- 
tention actually the benefit that this is to the people as 
a whole, which it must be and to the Province. 
ire HELLMAN: You were down to paragraph 7, 
Mire Macienzle? 

7. We had a Refinery at Coutts, 
Alberta, manifacture for us a product known as Tractor 
Kerosene. Prior +0 that practically all Oil Companies 
were selling Lamp Kerosene for tractors, where fuel of that 
kind could be used, but when we introduced Tractor Kerosene 
it was @ better fuel and very much less in pricee At that 
time, so far as I am aware, no other Company was selling a 
similar product. This product now has a wide distribution 


throughout this Province and others for Agricultural pur- 
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poses and is generally known or called as Heavy Distillate 
by nany of the iwajor Companies. This condition is another 
illustration of a creation by the Jobber. s&fter this 
product was found to be successful, then the Refining Con- 
panies made general distribution of same. On the intro- 
Guction of this product, we furnished the farmers with a 
cheaper and more suitable product to their great benefit. 
In my opinion, had it not been that the sajor Companies 
were forced to distribute this pruduct by our competition, 
the farmer would still be using the old, more inefficient 
and more expensive product. 

wWRe Hilal: Just to elaborate on that, 
wYe slaclenzie, just this Tractor Kerosene which you intro- 
duced, you had a manufacturer in Coutts make it up for 
you according to your specifications? 

Yes. 

And at that time none of the other companies, these re-~ 
fining companies, were distributing that partioular product 
to any of the farmer consumers in Alberta? 

Not to my knowledge. 

And after you. worked up smie considerable trade in it, the 
other refineries went into that business? 

Yese 

And that tractor kerosene which you had produced in that 
way is something which was considerably cheaper for the 
farners than the products which they had been using up to 
that tine? 

Yes. 

And thet is just an illustration of the benefits of the 


existence of competition in marketing? 
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That is right and way I say, my Lord and Lir. Commissioner, 
the name of "Tractor Kerosene" was one which was created 
by us on account of using lamp kerosene, so I called it 
"Tractor Kerosene" instead of Lamp Kerosene and since 
they, o8 . have set forth, they are still calling this 
"Tractor Kerosene" but many call it "Heavy Distillate". 
THE CHA TRWAN: Are you familiar with the 
distribution system that the Be. A. is setting up now? 
Fairly. 

Wheat Co you think of it? 

Well it iS in my opinion, it is a good system, it follows 
along the lines that we operete on. 

sR e Hila; Then 1+ must be good. 

THE CHATIWIAN: Thet is what I was wondering? 
They are exactly on the same line. 

And they are adopting vour system more or less? 

Yes, they are adopting our system. 

wie FRAWLEY: They use depots? 

Yes, but we do too; look at Hdmonton and we have tank, we 
have not got that kind of distribdution because we dc not 
think it is as economical still as our system is. You see 
they take, of course possibly there are reasons for that, 
they hud this old~fashioned system, possibly if I may use 
that word, and they ha’ » these large tanks on railway sida- 
ings which, if they put on the market what would you ao 
with them, so they made use of them by putting storage in 
there and then using their own trucks for distribution to 
these other points. 

wR. FRAWLEY: Yes, but let us examine it 


now so thet the Commission will see the points of similar- 
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ity and the points of difference; it is true the British 
American is going into their dealer distributors , into 

that organization and giving up in large part the tankage 

on the railway siding? 

Yese 

But you do truck ali of your products to Stoney Plain, 

as we heard this morning, from Calgary; now in the British 
American set-up they wovld not do Stoney Plain from any 
further say than Edmonton, 20 miles or so, that is a very 
Gonsiderable difference between your system and theirs? 

No, we have for instance, I do not say we truok all our 
products. We do not. In some instances we ship tank oars 
to Saskatoon, and in some instances we ship in tank cars to 
Edmonton. The roads might be bad in certain periofs or 

we night do it under certain conditions. We are not con- 
fined tc truck delivery at all. We heve a few points like 
Saskatoon and other points like that. 

That is the business of the Commission to consider that and 
say what they think about it but I want to put to you somes 
thing that the Imperial Oil Company officials put to me when 
L talked to them about this, I did call your system to the 
attention of the Imperial Oil officials from time to time 
and pointed out that in my opinion it was a very good systen 
of distribution but they said to me “ljiow would lir. iJaokenzie 
get the products to these parts of the Province beyond the 
gravel”, that was always their answer to me, what do you 

pay about that? 

Well when that condition applies, beyond the gravel, we 


have stored there, we have looked ahead and taken care of 


that o 
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But you have not very many points, I wish I had my map 
here, | was..looking at oy map. I did find you had a 

point or two up in the St. Paul district, which is ofi 

the gravel, but not very many. I did not count, maybe 
more than one or twc up there but the point they make is 
that there is no hope of serving the farmers in these 
parts of the Frovince beyond the gravel,-and there are 
many in the Norvhern parts of the Province,-with your 
systen? 

Well we have not experienced any trouble. That is all I 
can say, and as a general rule when you cannot get on the 
rood you Gannot getion the farm, if it 18 on account of 
wet roads. 

“heat about the Peace River Country? 

Wert O NOD ee he re. 

You make no attempt to serve the Peace River Country but 
if there was an ail-weather road established from where the 
gravel ends, somewhere around Clyde, right to the Peace 
“iver Country, you could then = suppose serve them? 

Yes. 

I mean the distance would not bother you? 

It never has. 

So what is keeping you out of the Peace River district now 
is perhaps the fact that you have not a dependable all- 
weather road to get up there? 

Yes. 

And the réilways have to go there? 

Yes. 

And that means then for that Peace River district, just to 


canvass both sides of it, there must te some railway siding, 
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pretty general railway siding system of distributing in 
the Peace River Country? 

Oh I would think so. 

wAJOR LIPSETT: hire wacikenzie, you ship to, 
whet is the further point you ship to by truck? 

I believe Fort Kent, you are talking af Alberta, are you 
not» 

Yes? 
Fort Kent. 

How far away is that? 

I do not know, it is about 400 miles, I have not the exact 
mileage. I could get it for you. 

It is over 400 miles? 

Yes. I night A160 state too, may Lord and ur. fommissioner , 
that when you brought up that, ire Commissioner, you will 
note on the railwys, in the reduction of freight rates, 
there are only, they are only hitting you rather hard 
where it is very profitable to truck but in a position like 
that, where they jo not think our competition is sufficient« 
ly keen, that that does not happen. 

wine FRAWLEY: No, 270 miles is thelimit. 
870 miles and I pre sume it is their idea that when we get 
very active in that district then they will ohange the 
freight rate. 

270 miles would take then to Vermillion, for inatance, 
where you have a station? 

I am not familiar with that. 


No, it might not. 
Re Helis: No, it would not. 
mA JOR LIPSITT: Between that 270 miles and 
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the 400 miler, which appears to be your maximun, iir. 

ma clheznie? 

Yes. 

Are you able to compete with trucks as against the raile 
way st 

We pay 10% below the freight rate, to Fort Kent, the first- 
Glass tank oar freight rate, that is on a full tank car 
rate. 

Yo you run your own trucks? 

We run a lot of our own equipment and we lease equipment, 
we operate both. 

And you have actual cases where you hire trucks to take it 
up to Fort Kent? 

Yes, and that is the rate we pays 

I was wondering whether hiring trucks was the sane as your 
own? 


Yes, we make it our practice with our trucks, the same, and 


that is the rate, 10% below the first-class freight rate to 


any place within the Province or any place they operate out 
of Calgary. 

And these hired truckers,they will take it, you could give 
an order to one of your hired truckers here in Calgary to 
go to Fort Kent and he will go there? 

That is right. 

THE CHA Iki AN; How will the reduction in 
freighb rate effect your trucks? 

I have not figured; on outside points it will not sriake 

any difference. 

It will not effect you at all if your truckers are paid at 


the same rate, 10% below freight rate? 
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Well if they were able to do that, but they will not be 
able to do it on small hauls but we are working on that 
and we have not decided what to do and the railway com 
panies naturally want us to go in on this contract, which 
00 2OG see how we .cun, but for instance at a point like 
Edmonton it is only 1/10 of a cent a gellon less there, 
Ph 2a ont, be tnik, Lo think it will figure ous on this) re- 
duction, but where the rates are so low is rather points 
up between here and Hdmonton you see and so on. They are 
figured I believe on the same basis at that which is cor- 
rect in Ontario or Quebec but in Alberta it is an entirely 
GiciLereut local condition to what it is tn Ontdaric. 

hAIOR LIPSETT: L gpuppose it goes in an in- 
verse ratio eccording to the distance? 

Yes, it starts at 2% 

MR « HLMAN: Well we have strayed away 
from your point in paragraph 7, mre wacKenzie, that you 
were responsible for the creation of this product which is 
known as "Tractor Kerosene", which is now being given to 
the farmers at considerably lower price than the ic: 
they have been using up until that time. Will you go on 
now in paragraph 8? 

8. As a further example of the 
benefits which the Independent Jobber may provice, I wish 
to cite the following example: On December 17th, 1932, 
the Kast Grest Oil Company had approximately sixteen 
thousand (16,000) barrels of Turner Valley Raw Naphtha 
jn storage which they were unable to sell. sur. Price of 
the Kast Crest Oil Company met me and discussed this mat- 


ter and we made an arrangefient to purchase the quantity 
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which they had on hand, together with their additional 
production of this product. We created a great demand 
for Naphtha of this kind. Later the other Companies con- 
menced to supply the same product. In addition to this, 
we erected a small Treating Plant for Naphtha out of 
which we manufactured a Fuel which is generally now known 
as Turner Valley Gasoline. after we started marketing 
this product the British American Oil Limited also erected 
a shiall Treating Plant at Turner Valley but we are not 
certain whether they operated same or note In our opinion, 
through this it was made possible for Turner Valley Gasoline 
to be placed on the market for use in this Province ut a 
lower cost to the farm trade and to the consuming public. 

Q wR.» FRAWLEY: wire wiacKenzie, you are not 
taking all the credit away from the Ges and Oil Products 
for putting third<structure gasoline on the narket? 

A They did not have it at that time. © 

Q This is before? 
No» This is 1932 but what I would suggest is this that I 
think it would be of great interest to you, that is the 
Commission, if you had iir. Price of the itast Crest Oil 
Company possibly explain this situation, what it meant to 
him and the arrangements which he tried to make with the 
other people aud where this whole product was tried to 
be held back and if it was not for us it was quite im- 
possible for him, up to that time, to market that product, 
and which he was holding in his tanks and he needed the 
money very badly and that was the situation which was 
caused by us and we went into the market and treated that 


end we did that before the other companies you are refer- 
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Mi, 
ring to. Now I believe that is correct, I may be wrong, 
but I think that was our creation but I do think it would 
be of great interest to you to hear iir. Price on that 
sub ject. 

Q iitte Hits Ns As you understood, ir. 
Price could not sell that product to any of the ma jor 
companies doing business? 


No he could not. 


Ss 


Q That is the imperial and the British American and these 
other companies would not buy Turner Valley Gasoline fron 
hin? 

ye) ue Price, I thought of this when I culled you up yester- 
day, and I wanted to put as many facts to you as I could 
and some I forgot about but this one I thought of am I 
Galled up sire Helman and mentioned it and I celled up Mr. 
Price and wr. Price told me the oil companies would take 
so fluch but he did not have any additional storage for 
it and he couldn't sell it to them and he had to keep on 
putting sddition:.1 storage ana then when that was done 
he could not take care of the additional production cf 
naphtha and we did do that and took care of that and 
there may be a company, a man named Olson in Calgary, 
that did treat some naphthe but no general distribution 
was made at that time of the product, of treating the 
Lurner Valley naphtha. 

8) And that was a much cheaper product than the other com- 
oanies had? 

Li Yes. 

And hed it not been for your distribution which was avail- 


Ebie eu ithatesine, wr. Price could not have “ sold. it -at ell? 


7 
fat 
a ‘Cc - 2 Pee a 
sul Ary oe 2. au sete age 43 7. vot . 
ie wie hs a ' a4 wa 1 # ¥ o Se, 
de ‘ 
7 
| the Pa a rd % Dey iy i ” ne ‘aug , 
. 1e i rg a eH he # ‘ ‘i : yi 6 
ras eta Nei bral ecb qk — 
= - . ; 
1 it Ti ‘eae , at Te 
he 29 a4 siege a ay rope oa © hs 
i bane ih Ger Peay a ma te ib a. =i 4 ou OL 
A 4) i * bs : Hi we , 
' fy eon : i ’ 
4 ' 
rae 
eal) S ? eves 
| i wal Del 8 
: ; ‘ a » eee ‘ of ni 
eae oP yt T rene | i>. 
’ } , } = 2 ram i { i 7 
oe | Ba RE ae \ ; i i ss a Ae A A + ‘ 
is i La bs 
- . f ‘ “4 fa) a. oP wk 
are * Hoa oe sae su , i a, re UO EID, Bas a 
ie ‘ ' un , oa lone ge g = 7 nay . ‘4 + ry 
. + =) eae ta 
i ‘ Meet sy fee By, 
mt Oe das oe sae a ea a 
ae A ul re - iy oF Oe = 19! boty 
i oS * 
: a 
* m 
P art eo = é 
j ; e met ‘ ; hae “ ee le eo JER tee #2 os 
nie i 1 ih aoe - ; F 
. , , 99 f sankey | EK 4 4 
: i See a Us ber GS) it Se ea ake A 
“ f ‘ ; e . Pa 
” 
| Fe 
1M? eeu fn ‘SP casy pat ne te 4 ‘ aa 
rt lake ae aaa A 8 ahs Te ay e % A ae 
Ly i : yy . oo ' i. 
= r ae + 
f , : , 
= at “ i a lias | Bt ' ~ ee 
Dd oe : a erate ue Gl ASOT 2 AMLIT -g% Ge 
\ a = 4 soa Ae 
3 ‘ iow aT, 
bs + ; : 
i" 5 Ao Fe ee py ie a 8 tS : ( 19 
o ¥ ws * f i ae LaF 2 i 
s ‘ ari ; ; mee Fi ise & Re ees eo 0 Bel 4 
4 os ey ‘4 ey 2 1 
i 7 ; * ‘ 4 4 {haz =! 
“yh aut . A 
+ 
: ¥ sf - % . i a * yi 
i a \ . we 8 a re. 8 fe f he Ces: by up Hous oo 
’ ari meted ‘ le, p ie ee ice Ve fra oe 
hy f a, ‘ : ‘ ' ee a > 4 ie! 
; 
i ee z 4 ee ae ‘ le ry va) Sey 
| ; 4 Peed. tae ie 25k CAS OSM Mae Cavare® bec 
, ey oe y kK at t oo Myles 
aA i fi : rn ’ 2 4 | Rv a ie 
» ; d 
f ’ a 
i i j ry i hae eee a hue a 
ae ee ; : ; t E fi Pe ee ae ee i 5 Mi G hs DB. WO BA SA, wa 
- Mp ee eS i fib ; mS - ‘ae a hock na 
renee e + A S ye { } € t : (az tot i Ns pe Te 
i ' > 
Pr ‘ 
. on 1 0% 4 7 ? r 
ar 4 = ere i ; yiNs fe ae net Eb h : peers ns N, va 
r i > S s - + 
é F ; | 
i xa ene jk a het ae lef ee 
al im) eae tad ‘ $ ony i 4 PS ea ey i) ced > *, 4 cle ee , 7c... 
ny ; i. , Sete Ly. Geri Sf 
vA D WP ia) AG ; ie ; i th 
te 
i huey | a5 he ip atts opts r af +7 
a hes + 2 é i , ie bese Bah m oy ne | a3 ae’ os ag ditt meee 
x i 1 ai 
it » Ey : Ne Wis RAY 
ae! i rs be ak J 
+ sa 4 oat chy fe ss 
41% nel if Pate i ae Se es MS et oe 7 
sal aa a . fal A x P », i, ws a : 
; »? it i w he ¥, Pree Oe ey aera iv, 
é y ree 
f of 
> of - (\ . — , *h ee 
} Raine Pte eh Ey et he oe fh ae pean 8 bas whe & ve 
i, a te ‘ . eta is . : 
t ST ea - y 
A ala Mie sie aa 
f 
4 : ar om ah vt ¢ + 1 ate af g 4 ee 
‘ hd " ME 9 ah % cay ") me ake 7: a me: bs wd ay 
} i. if als 
F ’ 


_ tee "eee 


we 


‘ 
a Bint boy 
: Ts pee 


Ge 


er) 
i8 


A 


di 


db 


d\ 


Ae ssackenzie 


re LEG 9 fae 


No, and he will tell the Commission if he is asked. 
iite FRAWLEY ; I thought there was a big 
sale to the farmers of that product, who used to go to 
the Valley and gst the product? | 
That is what I am referriug to, but who created that 
big sale? Here were these tanks full and we opened up 
this business for the farmers to go and zet it. 
Thet is what you mean? 
Yes, we opened that up and then after that the other 
people followed the same practice. 
wiRe PRAWLEY: He SEC « 
wite HELiiAN; [think that is clear, hx. 
liacKenzie, and you cén go on with Clause 9 now? 

9- The Jobber generally is not 
a National Distributor but makes distribution of pet= 
roleunm products within the Province in which he operates 
and he is in close contact with the needs of the consumer, 
but with the kefining Companies who have their Head Of- 
fices in New York or other places, this informativun is 
pessed on to them and they are not in as close contact in 
the same mannei as that of the JobdDber. Thus the Jobber 
maintains a competitive condition which is necessary when 
viewed from the customers's standpoint. 
une FRAWLEY: Well our jobbers in this 
Province, except yourself perhaps, are nutional or almost 
national, the McColl-Frontenac, the Union, the Canadian, 
the orth Stur and yourselves, they are all the jobbers? 
Well I am referring to ourselves. In this evidence I am 


referring to the local conditions and local companies 
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which operate in Western Ganada. 

Yes, but when we begin talking about the jobber and his 
place in the industry and whether he is needed there or 
not, we mean these people who are jobbers in this 
Province, there are the Imperial jobbers, the Union, 

the Canadian, the McColl-Frontenac and the iuaple Leaf; 
the B. Ae jobbers, yourself; the Texas has two jobbers, 
the Lion and the Artic? 

Yes. 

But I mean, I do not think you can say, can you, that the 
jobber is generaliy not a national distributor, so far as 
we ere concerned in this Province he is? 

well so far as we are concerned we are not. 

That is true? 


And I say "generally". "The jobber generally is not a 


national distributor”. I say "generally". 
LR. FRAWLEY: Yes I see. 


(Go to number 12,201  ) 
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G. Ae biacKenzie. 

10. In many enquiries which we have made 
from Qompanies, particularly in United States, we have 
found in each instance where we have asked for this 
information in reference to Jobbers, that they believe 
it is a sound principle for marketing to be conducted by 
Jobbers. 
MR. HELLMAN: I was going to say to the 
Board, we have two communications. TI do not know what 
the practice of the Board is. Mr. MacKenzie wrote to 
two large concerns in the United States to see whether 
they had any suggestions to make with regard to the 
POSITION .Or the jobber. He wrote to the Ohio Oil Company 
and the Champlin Refining Company, both of these being 
big companies with whom he did business, and he has the 
replies setting out in brief their position why they 
think it-preferable to market through jobbers. I do not 
know whether the Board will be interested in having those 
communications, showing the experience of tnese large 
concerns in the United States with regard to jobber 
marketing. 
THE CHATRMaN : Ye will accept them, Mr. Helman, 
but we do not give much weight to anything where it is 
not supported by a witness in the box. 
MR. HEDMAN: The first one of the conmunica- 


tions is from the Ohic 0il Company, Marketing Division, 


from Robinson, Illinois. 


THE CHAIRMAN: Mark that Exhibit "531". 


(DOCUMENT IN QUESTION Is NOW 
M.sRKED EXHIBIT "531". ) 


MR. HEDLMaAN: The second one is a communication 


from the Champlin Refining Company, my ford. 
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G. A. Mackenzie. 


TH: CHATRMAN: Just a minute, we will have 
thet ione. manked) Dirst.!) "the first letter is fromy the 
Ohio Oil Company. Who are the Ohio Oil Company? 

They are a producing company, a refining company and a 
marketing company. 

They produce), refine land market? 


ahd 
¢ 


YES. I believe they are the largest - this is what I have 


* 
le 


heard cP Shank ‘theyrere the’ largest oil producing scompany 
in theeworle ms code ile That is “the information (have. 


Il think it is part of the Standard Oil. 


MR. HEDMAN: ney are the Larsest) ol prediedms 


company in the world, and you believe they belong to the 
Standard Oil Company? 

Yes. (1 Bais sore Fie Siamdira id orranization:. 

ME. FRAWLEY: This is from the Marketing 
Division. f notice it is from Robinson, Illinois? 

That is ebhele wheat serr ice. But they are operating through 
Pexyes and) Akivover, 

This must betonevor theiri subsidiary offices, I would think. 
HOWeVer!, Limpurper vs, Tobe; the iotiicial, submission of 

te Marketing Division’ of the Ohio O11 Company? 

Yes, Inet Loar chtse iiey (are (recognized, I think, as the 
largest. produc@ims scompany of erude O11 in the world. 

THE CHA TRMAN - Pee ice DOL? VW haterdoes 
that say? 


MR. HiLMANs: 
mne. Ohio MOCO. 


i Marketing Division. 
p Robinson, Illinois. 
Hm July 18, 1939. 


"ir. Geo. a. MacKenzie, 
"Great Vest Distributors, Ltd., 
"Calgary, Alberta, Canade. 
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A.llacKenzie. 


Sey PO Se 


"Dear Sir: 


"Replying to your wire of the 14th concerning 


"investigation being conducted by the royal commission 


"relative to necessity of jobbers and their advantage 


"if any to the refinery in handling products. 


"We are unfamiliar with the exact nature of the 


"investigation, also we are unacquainted with the 


"proceedure followed by this commission in making its 


"investigation, however we suggest the following 


"pertinent points which we think are appropriate to 


"urge upon the commission as to the necessity of the 


"jobber and its advantages to the refiner. 


"The Jobber is necessary because: 


YT 


" 


YT 


1" 


r 


A 


das 


It makes the distribution cof petroleum products 
possible in communities not otherwise accessible 
to the refiner. 

The joboer can handle. products, particularly 
Lubricating Ol Ss end. sreases,,of several 
refiners thus making available to consumers 

ai wide, variety of quality products. 

He can operate more cheaply than the refiner 
can in marketing his own refined products 

which savings, by reason of competition, is 


passed on to the consumer. 


"Advantages of jobbers to the refiner: 


tt 


" 


" 


iA 


Permits the refiner to sell his petroleum 
products over wider territories without 
requiring 4 large investment to provide 


distributing facilities. 
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" 2. asatfurd a cheap method of distribution of 
ue refined products accomnanied by a high type 


" OF guality service. 


" &. The elose contact that jobbers have with their 


” customers keeps them informed as to their 
uy changing needs for quality petroleum products 
YW 


which information is nassed on to the refiners 


i. woo’ an turn’ revise the specifications of their 
i: products to meet the exacting demands of their 
qn jobber customers » 


"The points given, although brief, are those from 

"which brief would be formulated were similar investiga- 
"TION Deine condueted in our territory. 

Lt t 


tie ginecerely hope that these suggestions will yield 


"some helpful thoughts in preparing your reports. 


" | Yours Very voriaLy. 
" THE OHTO “Ot COMPANY 
" TUE Nh oy LPR OT Lae 5)? 


And the one we got from the Champlin Refining Company, 


my) Lord. 

MR. FRAWLEY: Powe oie an ny lords 
(LOTTA - CHAMPLIN REFINING 
COMPANY FROM ENID, OKDsaHOMa, 
JULY Le Oo is "NO? T MARK BD 
EXHI3IT "532". ) 

TH: CHAIRMAN: The Champlin hefining Company? 


Les Pele Vere roqmcers TOO), iy “Lord. 


MRe Hi LMaN: 
"CHAMPLIN REFIN'NG COMPANY 


A Enid, Cklahoma, 
" SDL LD Lie 


"Great west Distributors, Ltd., 
"Calgary, alberta, Canada. 
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Maexenzie. 


"Attention: Mr. Geo. S. MaeKenzie. (Personal) 

"Dear Mr. Mackenzie: 

bi Your telegram of the 14th with reference to the 
"Royal Commission’s investigation of the oil industry 
received. 

sl Our Company has for many years operated a large 
"number of bulk plants and service stations; however, 
"from the standpoint of economy and welfare of the 
"public, we have leased out over two hundred and 
"fifty bulk plants and over three hundred service 
"stations, which have been Company owned and Company 
"operated for many years. Ve find that this lends 
“employment to more people in the local communities 
"in which the bulk plants and stations are located, 
Wanji fewer people whose headquarters may be elsewhere. 
"Tt also tends to create a condition whereby the 
"profit from the operations locally will be spent 
"locally in most cases. 

" It also maintains a competitive condition which 
"is so necessary to the healthy condition of any 
"usiness when viewed from the consumer's standpoint. 
"Tnaidentally, it spurs the manufacturer to maintain 
"a higher quality of merchandise and places the 
"actual management of the station in the hands of a 
NTOCdlwwan OT eeroup of men who are moré Lamiiiar 
"with the needs of the community than a representative 
"of an integrated company who may be imported for the 
“ynurpose of operating that particular property. 

4 Here in the States there has been considerable 


"aritation to divorce the marketing end of the oil 
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"business from the 


"division, which, of course, wo 


"the competitive condition in t 
ViRere. 1 6eR0Onp rey. slon.for.the 


Nlarge.marke ting divisions. of 


the 


pipe lines and from the manufacturing 


uld tend to increase 
he marketing end; however, 
disintegration of the 


major companies, 


"or those who own and control a large string of 


"bulk plants and service statio 


Wit terevicgto be a.disintegra 


"sompanies, there would. be Litt 


Mmetuod Of Going business. 


y Many of the companies here 
Vere leasing -onp mneir bulk olé 
Mais as we Bares 8G) it te 

Mi I have often made 


"Gompany whose headquarters are 


Nopportunity to know the requi 


Win the many States 


Voor De boer yet liggency and Lor 


employees anc the consuming 


"decentralization of authority, 


"many economies, whick, 


"pessed on to the public in the 


y On the other hand, if it 


Veme Lio reiiner Go Duild up, iat 


(OL Vite lLenge and Service 


“market his products, 


nds to decentralize 


toa wliney serve. 


Dap kic, 


stat 


aL 1 6Lt tne 


ns» in other words, 


tion of the integraved 
le, change in the 
in the» United Sia tes 

ints and service stations, 


management. 


the statement that the major 


in New York has Little 


rements of the consumers 


and, there tomer 


the general weltare ci 
there SHOW ape re 


whieh would effect 


in turn, undoubtedly would be 


form of Lower ‘prices. 


is necessary ‘for the 


great expense, 32 
ions before he could 


petroleum industry 


"would be represented by a few very large wealthy 


Neorporations, resulting 


Mmeteriaily higher prices vo 


ui In summing up I would sav 


in monopoly, 


the consuming 


ané undoub tedly 
public. 


that the elimination of 
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MacKenzie. 
"a jobber from the oil industry would, in a short time, 
"nlace the petroleum business in the hands of a few 
"of the mighty corporations who could, at will, work 
"a material hardship on those who have found petroleum 
"products to be a necessity. 
fe We trust that from the above you can prepare 
"VOUT lOr.oL Lor ene nearing referred to in’ your nwece. 
A With best regards, 
" wours very truly, 
e CHAMPLIN R&FINING COMPANY 
" Pep in tes OVA eT st 

MR . FRAWLEY: Weul, tic, Mackenzie, cana 


you something about the Ohio, Company letter. . The other 
Cpe S ee LOnger Oe he Ono. Company ) puts) 1b. tO yom 
Veny simply. | They say Dini the jobber is necessary 
because it makes the distribution of petroleum products 
possible in communities not otherwise accessible to the 
refiner. You would not say that would have any force in 
ToS terovi nce y 


That is a condition that is possibly different than it is 


iene. 
MR. HE OMAN: It might arise. 
MR. FRAWEEY: How could a community be accessible 


te a JOD per ianeenot to a refiner, or not oe the war ke ae 
CPL ern Maren are. it might be in Ohio but it is mot 
quite the picture that we have here. We have the Imperial 
Oil with a refining department and a marketing department; 
and the Britigh American with a refining department and a 


marketing department. 
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G. Ae llackenzie. 
MR. HEDMAN: take a smeall ret rmer sake 

Mr. plotkins, who wants to go into marketing to sell his 
products and cannot open up a distribution system. He 
might very well sell to itr. Maektenzie, who could supply 
the points where he could not go. 

MR. FRAWLEY: #S I understand the problem, 
facing this Oommission is, Should the jobber as such, the 
man who operates without any refinery, be eliminated, and 
should the distribution be left, and is it more ceconomical 
to leave the distribution in the hands of the people who 
manufacture? 

MR. HELLMAN: there are refiners who hayoens 
method- of distribution, no extensive one, and there 
may be new ones arise. 
MR. FRAWLEY: loqaive eerese if dire Plovci as 
wants to. go into: the marketing of petroleum products, say 
in the northern part of the Province where he may not be 
yery extensively represented, that is a problem. But how 
is his problem better served by employing Mr. MacKenzie 
than by going in there himself? 
MR. HELMAN: Because lir. Mackenzie already 
has distribution points there. 
MR. FRAWLEY: Xo. i-see, “Now, the second 
point is that the jobber can handle products, particularly 
lubricating oils and greases, of several refiners, thus 
making available to consumers a wide variety of quality 
products. There again the marketing department of the 
refining companies, the B. a. and the Imperial and Mr. 


Plotkins, and all the rest of them, and Mr. Mayland, 


all handle a variety of lubricating oils. They handle those 
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G. «a. Mackenzie. 
they make themselves and they are johbers, really they are 
Jobbers of american oils, aren't they? 
Yee, Ulere ota wont C.did not dwel) on in, ine. bt et 
think it is a point of gre&t interest that you have taken up. 
For instance, you take from a jobbing standpoint, and I 
presume every other refining company in Canada they are 


enbers of cil. 


Cus 


TEeva ce jOgvers sou ToOrei on oOLis 7 

All Gil, for. there is only a.few olls manufactured in 
Canada, and £ .bslieve they are manufactured from crude 
OblSs That sre imparted. 


T 


MOUMIPG GOT ivi. ne oO .vh. 46 8 jobber of faliouue. 


5 
PMerTvecre Gr i hbem ie a Aopber,. Yow take the Imperial {oie 
They job Mobiloil, don't they? 

Yes. 


THhELeGLIS DOL cne Of these companies who, offer the advanger- 


(Gb bic wonSsumineg public as .coes the jobber., £ wilteeoas 


it that way. They possibly may not. He may know just 
what he is about from experience. He has the markets of 


(ie Wworli.tG eo. 2O tO pick out his lubricating cide; 

hasn't he. Other companies that are affiliated or 
associated or are subsidiaries with larger companies, can 
only handle the product of lubricating oil from that 
company. .That is reasonable. Now, the product may not be 
so good but they have it and they have got to sell it. 

But with us tm+t condition does not apply. ‘Ye can actually, 
in my opinion, assure. the consuming public of an oil - 

well, they cannot get any better anywhere. You have not 
got a variety of these things and you have gct highly 


developed competition. JI will put this to you, ‘ir. Frawley, 
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G. A.llackenzie. 
if I may, and I suggest that at the time before this 
Commission started possibly there was nobody maybe in 
Alberta who was more conversant with that than you are, 
that the lubricating oils that until we jobbers came in 
here and created the demand for high grade oils, what 
were the other oils selling at and what is the relative 
difference in price that those oils cost then and the -.cost 
to-day. ‘Ye modernized it. We changed the system of 
marketing. ‘We foreed the other people to do other things 
in other manners. To-day there is no question about the 
quality of Red Head oils. 
You mean you sold lubricating nils in volume to the farmers 
and brought tank cars down to the bulk distribution point? — 
We started to take lubricating oils in here in tank cars 
where I believe them people, they cowl.d go out with drum 
cars at their place of business and ship them out, which 
was anjexpensive procedure. and all these kinds of things, 
they were definitely created by us. 
That was the point. That is the one that impresses me, 
SHustl fiise Wheat Is vale meme + [ wish Mr. W. DT. witedie 
his name? 
Kirkbrand. 
Kirkbride, I wish he were here. He says the jobber can 
operate more cheaply than the refiner can in marketing his 
own refined products, which savings, by reason of 
competition, is passed on to the consumer. 
Yes. 
He veOL COUTSe Ay Le Ob SO in this: Province? 
Why isn't it? 


Well, have the jobbers done anything in bringing down the 
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G. «a. Mackenzie. 
consumer price of standard gasoline? 
Who do you think brought the price down? 
On standard gasoline? 
Yes, on any kind of product that is manufactured. ‘The 
jobbers, from competition. 
Teil us about that? 
and in bringing these freight rates down, and all these 
things, who did that? 
Now wait. (Ouse cea Ligule COnrused, Vou ere aur o pie me 
BUG if) Fourcaet forget yoursel?® for a moment as "peanewa 
fGOrber WhovOveratves 1m a peculiar LTashion, "but werare 
interested in the jobber as such, the man who stands 
Between tie Geanurecturer and the “consumer. Take vine 
North Star Oil Company. I would like you to try and speak 
for the North ptr U1)" Vompany, if you ‘can. " Thats eaves 
and simply a jobber for the Imperial Oil, marketing in the 
same Fashton as the Imperial Oil. What does the North 
Star Oil Company do? 
The North Star 011 Company no doubt is a jobber of the 
Imperial. But our company does not happen to be in that 
financial position,thét any company is eoing to dictate 
to us our policy and what we can do or who we can deal 
through. 
MR. ELMAN: fdo not think ty ts Terie 
Mr. MacKenzie to ask him that. He is here to defend his 
own position as a jobber. 
MR. NOLAN: May Llinterruyg . Mr. MacKenzie, 
what has been going on is that Mr. Frawley is saying 
tev eria Onie kes she price andvyou' as: a jobber, 
an independent jobber, blindly foilow that price, and 


have exerted no influence in making the price what it is? 
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G. A.lMackenzic. 
Well, now, I will tell you, I listened to Mr. Jennett's 
report here that we followed the tank waggon price. I have 
listened to these thi.gs that we follow the Imperial Oil 
price and that we do what they do. But we don't, as far 
as selling all the commonities goes. ‘Ve may sell around 
that price but we uo other things too, to retain an 
agent in busmness and make distribution, or possibly the 
equipment which he owns, and different things he does, 
we pay so much a gallon on that. 50 by no means do we 
follow the price structure of the Imperial Oil or anyone 
else. ‘We follow it in this way, as near as we ean, 
but where it does not pay to follow the price structure 
right through we don't. That is not the policy of our 
business. 
MR. COMMISSIONER LIPSSTT: Mr. Mackenzie, you buy your 
products, I am talking about gasoline, from the British 
American? 
According to» the certain specified gasoline in their 
contract, yes. 
Did you buy that gasoline from the British »merican before 
they erected their refinery recently in Calgary? 
Yes. The experience of that was - and possibly it would 
save Mr. Harvie asking me a question---- 

MR. HARVIE: I may just say on that, Mr. 
Commissioner, that iir. “iller has sugeested that he might 
have overlooked explaining the early connection between 

the B. A. and the Great West Distributovss, and he has 
prepared a statement here that possibly should go in the 
record, and it will be helpful. My suggestion is that 


I may read that to Mr. Mackenzie, and if he wonfirms the 
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A. MacKenzie. 


fect, thel mient co in as evidence. But it dees Fru) 


the Ti ssing Vine twiat) TF think could bewell Tilled up. 


THs 


CHAIRMAN: Weld, We, Wi. taker i’ onsone 


same basis. 


WR. 


and 


HARVI#: I will read it to Mr. HacKenzie 


he can then say whether the information is correct or 


incorrect. This is a statement re the association 


between the British American Oil Company Limited and 


Gre 


Ae 


Ow 1. 


THE 


at West Distributors. The statement is by Mr. 
He Miiler, General Saies Manager of British American 


Company. 
CHa TRIMAN : Bxhibitwosok. 


(DOCUMENT N QUESTION IS 
NOW MARKED EXHIBIT BDSOe se 


Woes GREAT WEST. DISTRIBUTORS 


ee 


—— 


a _-I overlooked advising the Commission that at 
"the time we purchased Northwest Stellarene the 
"Néreat West Distributers had a binding contract with 
"the Northwest Stellarene which we were obligated 
"to take over at the time we purchased the assets 
"of the Northwest. 

« Northwest Stellarene were refiners only, and, 
"therefore, did not market their products through 
"their own distributors anywhere in Western Canada. 
" Their policy was to sell their products to 
"Jobbers and Distritutors and consequently Great 
MWest Distributors were their main account for the 
POU etOL DU ALOn Be tieLE prouucus an the Province of 
WAlLbertax 

au In view of Great “est Distributors’ being 


"sood marketers, and operating through considerable 
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G. #. MacKenzie. 
"territory where we Gid not have representation, 
"and Deine desirous, of securing, sufficient 
"throughput at our refinery, we were pleased to 
"renew, the agreement after the expiry date for a 
"surther veriod. 
lt Whilst the spread between the tank car am tank 
"wagon prices on sales we have made +o the Great West 
"Distributors have varied from time to time, the 
"actual spread they received is about equal or less 
"than they secured under the original contract they 
"had with Northwest Stellarene Company." 
MR. HARVIG: I would just ask ir. Mackenzie 
LELto are Stayvement 1s correct? 
I think thatsais about correct. 
MR. COMMISSIONER LIPSHETT: Then, Mr. Mackenzie, when the 
British American Oil Company commenced to get their oil 
from the Imperial Refinery you still continued to take 
VOur eesolinge from the s3ritish American, but Ltwas an 
imperiadiuworoduct? 
Leore sume plu Wass waked net knows 
MR. HaARVIE: Lothink the evidence: tas iis 
Commissioner, that the Imperial processed it according .to 
LHe SHE GLI Cations on etie Bb, A), and that it, wes mousjime 
same necessarily as the processing they did for their own 
crude. 
MR. FRAWIEY: No, there was not any solvent 
CLIO tele Sh amount LO That, eS 1 understand itive 
Chie hinch Meer 
MR. COMMISSIONER LIPSETT: It was not the specification 


DWoe LEinotto oot et. during sthetoneriod A fuels) seventies 


BA rv . 
: ea: ee a ae, 
1 aes$od : VA e cae Pane le deal tart Sh 


. Ty - a at 
, i on bes ae 4 
: 4 a " ; 
Pe ee at yin nig |) ieia) eee b o. ts Sogmwotar. 
} Z ‘ : 3 fade wa £ i = sh CAS i ped os Ce ee aa 
q 


I 3 é * 7 


ak ‘ i 7 . A 
1 are? ee net 


ae ay 5 ? a : ea 0G rely W 9 +4 on” . : 


f J 
: 
} 
i 
{ 
, 
; a 
¥ 
rh 
: 
+ 
Pe 
A 
: Bs 
i 
7 j 
i 7 * 
fF oe 
iq . f “Ae 
- hee ae F +7) 3 F ae , . wr 8 wg 1 xy" I 
: eae ey) en Re LO ra 7s, pei ae . gb] «Om 4 MISO PG. :¢ ee : 


i] 4 4 ¥ . 
i Pats) eae yy re ee 4 Ree 5. h : Me Pu eee As if = 
‘ : aie “ ed 
i 
‘ a. ’ “ ee 5 Teprut ches > F oe, ¥ 2 
thine Ke Lae ea Ew) y Ce - * sa : sak vor 
: RLY SPOUT ie 


we noe 
G. As Backhenz1e. 
Mr. MacKenzie, I suppose your influence on the price, 
or the price to the public,as a jobber, could only be 
reflected as to freight rates or to truck competition 
andy Staines Live’ tar, You could not buy your oil 
any cheaper, your gasoline any cheaper than the Imperial 
could supply it to their jobbers? 
Well. 2 neverraia eny business with the Imperiale GW did 
business with the Imperial years ago in their Manitoba 
MerceLe "nay sey inwali@arankness ‘that they are’ aly rigua, 
i oieavernethene arainst the imperial Oil. But, yes, we 
eould have purchased our products from Montana, and I do 
set-rorth that further on here, at very much lesser prices 
different times than we could have bought from the British 
american Cil Company. 
That would be only in small quantities, I supose, and on 
special occasions? 
No, in large quantities. There is companies who wanted 
to contract with us and put tanks in at the Border. But 
Put some tanks on the Montana side and other tanks on the 
Canadian side, so they could pipe line it right across 
to Canada, because they could haul it from there day and 
higet, anu "keep a starr resdy to take care of our require— 
ments. I know at Coutts there is plants erected with pipe 
lines into the railroad tracks and also all facilities, 
and we could go and fill tank cars to-morrow morning. 
You have not found it profitable to do that? 
We have never tried it. We have not taken one gallon of 
gasoline, or refined products, from Montana. Not one gallon. 
We have confined ourselves exclusively to Canadian products. 
MR. FRAwL#AY: I do not know where this point 
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comes up. But if this is covered I won t interrupt you, 
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G. A. MacKenzie. 

Mr. MacKenzie. But as far as I am concerned, I would like 
to, if it is not too much trouble, if you would present 

a statement to the Commission showing the dates and the 
quality of the gasoline that you could have purchased 

at more advantageous prices in Montana. Mr. Miller made 
the same statement. It did not sescm, with respect, to 

be very important because it did not obtain to-day. 

In the year 1939. Nevertheless, for whatever value it has, 
it seems to be worth while mentioning by Mr. Hiller and 

I would like to know what you can buy cheaper than your 

B. 4. price and particularly what do you say as of to-day, 
as to whether you could buy any of your products in these 
quantities you need cheaper in Montana than you can here? 
I am not looking for the Montana market. I am speaking 
of the people who came to mv office and wanted to sell me 


stuff from the refinery and do the hauling by trucks from 


Coutts. At the time the British American were manufacturing 


products there and we hauled in the trucks. But we know 
we could have taken the products from Montana during that 
period i which, they had ihe, refinery there that world 
have been under the contract prices we paid and we could 
Have cbtatned 1b Sst a much Lesser price. 

In Montana? 

And delivered into Canada in Imperial gallons. 

In the year 1939--~-- 

Iam not talking of the year 1939. 

I mean 19377 

I am talking of 1937 and those other times. 

But in the years 1938 and 1939 is it proper to say that 


you could not have imported from Montana your requirements 
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G. A» MacKenzie. 
of similar quality products and in the amounts you need, 
at advantage from Montana against your B. A. price? 

A I bave mot gone “unto that. It was not necessary because 
I have a contract here to supply these products and there 
is no reason for me doing it. You know what the products 
cost. 

Q Let me put it to you that the Texas Company of Canada 
oC rece An Osi earr or Rive Ohiet sasokine sce 
Genoa 2 2olionu. vam Imperial: gallon. Thet gasoline Tea 
comparable product with your Red Head? 

A Diimeay ce. coe nou know. You are going beck asain and 
you are taking a freight rate that is not a proper rate, 

itemny OVINsou you understand. That 1s, in omy opinion? 


from Montana to Calgary. 


Q Well, lower thet rate. 

A Your freight by rue kiwould be at least 1 cent lower toa 
that. 

Q) Rie eee say you havea price of 11.9 and) notpulens 


and sive you the penef it Cinwce Whose Cen witere a. jared 
Derewenveu ter pri celtbet lil. 9 Tor that brand of sasolimes 
A You mean it costs them----- 
Q 221s) Caeilaia im cost at Caleary of Texas Fire Chier 


PasOuiie, Svar bineuwaui a relinery price, of 6% cents 


Us et Parone? 

A Now, I will answer the question, I do not know what the 
Preece ere in vouremea, | Iehave not. éenouired. I am not 
Lihue rec VOC. But f imagine if I wanted to go on the 
market at Montana with the gallonage which we have and 
make an arrangement with a-plant for distribution, I could 


get a very much lower. price than that. JI mean, I think 
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G. A. Mackenzie. 
you know I could too. With our sallomge. Because we 
unquestionably could keep a refinery going twelve months 
in the year at Coutts. The gallonage would have reduced 
the crude oil and other »prices. 
What you mean was you could go to one of the small refineries? 
Not one of the smaller ones but one of the larger ones. 
Lam, Of the opinion dacould do. that, Ihave mot done ily, 
These=people: have come, 46.me.at. different tims but I 
have not done it. I mean you are asking me something 
that, | lave not gone.into, the market for. We have strictly 
stayed with Canadian goods. Even before when they my 
heave, processed.our product. from Montana crude, I do mt 
know that that is so as far as our company is concerned, 
but. we pave not. taken easoline, refined products, from 
Montana at any time. 
The only vaiue of this discussion is that when ! was 
discussing with Mr. Miller the price he was selling you 
yours produetsat, end asking him to compare the price 
that he was selling to you at of 11% cents - we were 
speaking of 11$ but we should have been speaking of 11 cents, 
as against thesl2.9 that the Texas Oompany paid, and he 
said the reason you got that good price was because there 
were times in the past, he did not say now, but there 
were times in the past in which you could have bought 
your goods in Montana cheaper and he had to give you that 
good price. I will say from the Montana refinery. 
Otherwise, that would have not come up about you 
buying in Montana, - and nobody has seriously said you 
wanted to buy in Montana, but it only came up in that way 
in discussing the price with Mr. Miller, ythat you pay -to 


him. Now, another matter that may be of importance to 
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G. A. MacKenzie. 


this Commission. i want to call your attention to the 
fact that you had last year a gallonage on which you 

paid - and I am taking this now from Exhibit "456" rather 
than from Mr. Jennett'ts statement - this was prepared after 
&@ careful check of all the Provincial Secretaries! returns, 
anc we found you had total tax collected sales of 
4,005,834% gallons, as compared say to the North Star 
eallonage of 5,056,21U gallons, or McColl Frontenac's 
gallonage of 454,000 gallons, or the Canadian Oil Company's 
eal lonage ol i 074,000 ead lons . Now, im dln. Haivors on's 
UxDIpie "Slo" he told us that the price that his company. 
charged the Canadian Oil Company, the Union, Highway, 

Maple Leaf, North Star and Texas, was 6 cents under the 
posted tank waggon at destination for "Q" gasoline. 

Mi idler Ss Bab, the file number of which I mve not 
wot, SiuaWws that you pay 11 cents for the same gasoline. 
Now, I simply want to call your attention to that and ask 
¥Ou li you Haye any comments to make on it. Well, dea 

me ask you this question, are there any other considerations 
between yourself and the British american Oil Gompany 
which would account for the half cent difference which 

you seem to pay over and above what the Imperial jobbers, 
with a comparable or much less gallonage, pay to the 
Imperial? 

Well, these people apparently are working on a spread, 


a margin, don't they? 


With us, we made contracts. The last contract we made 
we made it on the price of crude oil, above or below. 


I thought it was a good way to make a contract. But as the 
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G. A. MacKenzie. 


price dropped the crude oil did not change, go apparently 
it did not affect our contract, you see. In other words, 
it made it more to their advantage than ours. 

Yes? 

MR. HELLMAN: If it had gone the other way? 
If it had gone the other way our prices likewise would 
have gone. I thought in making this contract - and it 
was my own suggestion- that it was a reasonable thing to 
expect that when prices go down that crude oil would go 
down in .price also. Instead of that the crude oil 
stopped up and the other prices kept going on down. 

MR. FRAWLEY: Iam ot. seeking to ,engudtre 
intd. your business relations with the B. A. O21 Company; 
but I thought it worth while to call your attention to 
the fact tie according, to this particular page in 
Exhibit "444", Mr. Miller's brief, that you were paying 
ll cents? 

oss 

For "Q" gasoline? 

MR. COMMISSIONER LIPSETT: ‘here is that? 

MR. FRAWLLY: In Exhibit "444". 1t.3-0n 


the page called Jobbers' *rices. 


MR. HELMAN; I might suggest to Mr. Frawley 


that it would save some time if he might let the witness 
finish the rest of his statement. This does not seem 
to have any relation to the particular paragraph 


he is reading. 
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MAJOR LIPSET?: The last paragraph which 

you were reading, Mr. MacKenzio, and the two letters 
which I was wanting to ask a question or two about, the 
competition that they refer tu there is competition from 
an entirely independent jobber, in those letters, as I 
take it? 

YES The Champlin Refinery own their own fields as I 
understand it and have their own producing wells. Thoy 
have their own refinery and their own marketing outlets, 
that is service stations, bulk plants. and all that but 
they have found that it is best apparently, from what I 
understand, to divoree all that entirely from the refining 
end and they then take their refined products to these 
stations without them marke‘ting and selling it and thet 
is, I believe, the general practice and I also think it 
is the proper practice, that the refinor¥ possibly should 
not be in the marketing end of the business at all, he 
should be a manufacturer and sell ts people and I think 
by doing that, it would be a more economical operation 
than the present way they are doing it. 

What I was putting to you was, so far as the gasoline is 
coneerned, under the particular circumstances, the Imperial 
manufacturing for the British American, and you not 
wanting any Montana gasolinc? 

Yes. 

You were not, so far as gasoline was concerned, in any 
position to bring down prices or exercise any particular 
influence upon prices? 


Not bring down prices, well we open competition in places 
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generally speaking, in southern .lborta, where we have to, 
we have other conditions in the business, like we operate, 
other than just gasoline, we handle lubricating oil. 

I was enming to that later. 

oils we have a larger distribu- 


and through the Lubricating 


S 


tion in Wostern Canada, probably one of tho largest in this 


provinee and duc to that we do keep that competition at 


+h 


these points where it is possibly not too healthy. 

So far as gasoline is concerned you follow, I suppose, 
under the circumstances that I am putting to you, the 
Imperial prices? 

Well, we may handle it in the selling price in that manner 
but at the same time we do other things with our agents 
and dealers in the way of giving to them, where they own 
equipment we might give the agency point 2 cents a gallon 
commission, that is I am talking about now where he owns 
maybe his own outlet and we may have put in tanks in 
conjunction with it, maybe a cent a gallon for the use and 
rent of that equipment. 

Similar to what --- 

So that our agent then at that point has sufficient margin 
so that he can cpenly compete and operate against the 
people from Montane or any other place selling petroleum 
products, 

Theat Wiosveompetition, I suppose, which is quickly mot by the 
British American --- 

Now Lado notathink so. 

and the Imperial? 
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Do you sell gasoline at any lower prices than the Imperial 
agents for instance sell? 

Well I would say we would under a condition of that kind 
through our agent 

THE CHAIRMAN: You say the normal prices 

are tho same? 

Yess 

But that your agent is allowed to, so far as the public 

is concerned, your agent is permitted to operate by 
subsidiary arrangements in conection with rental --- 

Yoss, 

Or the use of tanks or cquipment or such as that? 

Yes. 

Which would allow him to operate at a lower cost than he 
ordinarily would have to pay out and that is the same thing 
as giving him the gasoline at a Lesser price? 

It is not given to him at a less price, but you exnnot cxpoct 
a man who has an investmont amounting to seven or cight 
thousand dollars in some place, where he has paid out 

that invostment, I do not say we do that all over, but we 
do that at some points, that is not the general pnlicy 

for ourselves but where competition is with Montana products 
say and compotition of that nature, we endeavor to moet 
that eompotition and operate against it and it is not a 
ease of following the Imperial Oil policy. 

MR. FRAWLEY: The consumer price is the 
Imperial's posted tank wagon? 

Well you take for instance in Southern jlberta and in many 


parts of this province, there is no such @ thing as a 
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eonsumer price. There is a general consumer's prise 

put out by tre Imperial and these others but it is not 
always followed. On the surface it might look Like that, 
in theory, Dut’ in prectice it does not work, 

MAJOK LIPSETT: Then passing from the gasoline, 
Mr. MacKengic, to the lubricating oils. 

Yese 

are you in a position to buy eny lubricating oil, or does 
your contract merely mean that you take your Lubricating 
oils frem the British 4merican? 

No, we do not buy any lubriceting oils from the British 
american. 

Are’ you In a position’ *to*buy then any place you Like? 


Yes, any places %e@ have a certain refined specification 


on our lubr’ecating oils and that is vthat we handle. 


a 


But what I mean is now in regard to lubricating oils, you 
are in @ position to meet open competition? 

Yes. 

anywhere you like? 

Yese 

So far as the gasoline is concerned I suppose your contract 
calls for the handling of British gmerican gasoline? 

Up to a certain gallonage>. 

» Minimum gallonage? 

Yos, or e maximum. 

and you are not in a position to handle any other? 

Yes, after that amount. We can handle other gasoline 
when wo run that gallonage, the way I understand the 


contract. “ould give these people an opportunity to 
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guote us and to do what we wanted and if wa did not 

like the other conditions we are free to purchase else- 
wherGe 

So you exercise a competitive influence on the markot? 
Absolutely. 

Now will you just -tell us any difference which you find 

as between that and tho jobber who is owned or is completely 
controlled by a refinery? 

Well I believe the people in that manner have contracted 

for 100% of their products, that most of thom do that. 

With us we do not, We have a contract with the British 
american where they agree to supply us with so many 

gallons a year and when we come up to that point, which 

we are of course past and mors, of our gallcnage, then 

we can go to the other markot, to any refinery, the 

Imperial Oil ZT presume or any of those and we can say 

“Ye want a product, can you manufacture to our specifications 
"Ur to the products which we want and what is your price 
“and what are your conditions"and we will give the British 
jmerican the same opportunity. Well then if we do not 

Like the conditions we will buy from the other fellow, the 
uther party. | They have not gut us tied down in that 
regard, so We are open competition, 

Your company comes within the kind of jobber outfits which 
is mentioned in these two lettors, because you are independ- 
ent? 

Yes. 

4nd able to buy where you like and get the best price and 
the best specifications? 


In other words the refinery cannot go to work and place on 
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us any kind of preducts they like and the same condition 
is set forth on the creation which we caused of Turner 
Valley gasoline and tractor kerosene, we ourselves figured 
on our eclose contact vith the consumers, and in that 
respest I em referring to the farmers, and we tried out 
these things and they were successful and through that 

it was done, it is very conpetition and is still today. 
Then on top of that as an independent jobber you may be 
interested in bringing in & new product or bringing in 
some new specifications with which you ean still compete? 
Oh, yes, unquestionably. 
For tho moment assuming, Mr. MacKenzie, thore is that 
position with reference to the independent jobber such 

as is mentioned in these letters, does that in any way 

eovor tho case of, as here, jobbers that aro tied up or 
completely owned or completely controlled by a particularx 
refinery or is there a distinction which should bo drawn 
between the two elasses? 

For instance © take our company on this basis, a jobber, 

I am terming the brief here as jobbers because you 

mentioned jobbers: we take it that we are marketers. 

just the same as the ~British American or the Imperial Oil 
or anyone else but it was generally considered a jobber 

was a man that purchased a tank car of gasoline or oil 

and resold it to somebody else, maybe the retailer, that 
could handle that quantity but today, in terming it as 

a jobber, I let it go at that, as you know we haves facilitics 
all over this provinee and I am also going to come to this, 
I think I am talking ahead of something that is coming, but 


I do not know of any way or anyhow that you can create 
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cleaner competition and lower the price structure than 
some of the illustrations which I have given you and I 
have some further to give to you, some further to come, 
and these are actual facts. 
MR. FRAWLEY: But let us deal with this one 
Simple question, let us assume you have a gasoline marketing 
system and that it is a change from the old orthodox method 
or delivoring from the siding and it is trucking which you 
instituted because you thought it was more eccnomical, and 
Let us assume it is a much better markcting system, more 
useful, but my puzzle is "Why have you not done something 
to the Imperist O11 prices structure”. Lf will put it to you, 
if a farmer walked into any one of your stations todey, 
Stony Plain, Stettler, Vulcan, any place, and wanted to 
get a ttruck load of drums of Red Head gasoline, he would 
pay exactly the same price as if he walked across the 
strect and wanted the same amount --- 

i CHalkMs Ns Let him answer. 
What do you say about that, as if he had walked across the 
streot and wanted the same amount of Three Star from the 
Imperial? 
Well I do not say that that is the case in all instamces. 
I was just trying to illustrate to you a while ago that it 
was not and it is not. 
Well what is the fact, if I went to the telephone now and 
qa Sked your agent at Stettler, "What is your price on Rod 
Head Gasoline to farmers", would he not tell me the price 
was what, [I will look it up here and find it, would he not 
tell me the price was 19.5 cents, which is the Imperial 


Three Star price, - eliminating the new ones which came in 
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yesterday, - is that not what he would tell me? 

Yes, but for instance, take Stettler as an illustration, 
all right, you can make and make delivery out of Stettler 
to some other point beyond Stottler which tank wagon 


we will absolutely 


« 


price is higher than the Imperial, 
deliver out of Stettler to that other point at a price 
which is much lower than the Imperial prices ise 

Give me an example of that? 

I will look this wp for you and I will submit that for 
you. 

You talk of the point of Stettler, 

Now I am not familiar with the points out of Stettler. 
well, Gadsby? 

Gadsby or whatever it is, where the tank wagon price is 
higher than Stettler, if we take and deliver out of 
Stettler we deliver it to that other point at the Stettlor 
price, which may be 20 miles away. 

Oh? 

Yuu see, and that is competition which we created, that 
we are not definitely following the price of Imperial. 

At Gadsby thers is not an Imperial point? 

I am not saying Stettler but there are two or three 
places --- 

THE CHAIRMAN: The witness says he will come 
back and demonstrate it. 

Iwill try and look up these stations, 

THE CHAIRMAN: Where he is getting below 
Imperial Oil pricos. i, let him do that, give him 


time to pick them out. 
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MR. FRIWLEY: That is very fundamental, will 
you pick out places all over ilberta, the more the better, 
where of1 is sold actually under Imperial's posted prices 
as a regular thing to 11 the world, not sreéscial discounts 
to your agents? 

THE CHAIRMAN: The suggestion you see is, 

Mr. Mackenzie, the sugaestion is that so far as the public 
is concerned you are useless in that you are governed by 
these prices and that you will never go below the prices 
of the major companics even although your operation is 
more economical, even although you can market more cheaply 
than they, that it does not affect the consumer at all, 

he gets no benefit. MacKenzie may get a benefit or 

the refiner may get a benefit but one person who does 

not get any benefit is the consumer and that on the 
contrary the trade as a whole will have to inerease 

priccs to the consumer because there is an intervening 
organization known as the marketer or the jobber, call 
him what you will, who is making a prcefit over and above 
the ordinary marketing department of the refinery;; now 


that is the suggestion and while it may not, you cannot 


put«<your, Tinger)on it, but 1% must be absorbed in the 


total over-all cost to the industry and so instead of 
saving the consumer something it is bound to inerease 
the price to the consumer; now that is the suggestion 
made against jobbers and wo are hore to hear anything 
that ean be said in favor of you too and if you can 
make any comments upon this, which yeu have not made 
to Mr. Frawley, I think it would be important for you 


to do so? 
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That is fair and we will do that, Mr. Frawley. 

MR. FRAWLEY: ail right. 

MR. HELLMAN: Just to clear up a point that 
Mr.o Commissioner Lipsett was asking, "from whom do you buy 
your lubricating oftls"¢ ; 

We buy our lubricating oils from the Champlin Refinery 
and some from the Ohio. 

You do not buy any of your lubricating oils from the 
British american? 

Noe 

and there is nothing to tie you to the British ~american 
Oil Company after your present contract oxpires? 

Nothing at all. 

So that you are absolutely free to buy as soon as that 

is through? 

Y6S~ 

anywhere you like in the world? 

That is right. 

All right, you were down to paragraph lz, I think --- 

It has also been suggusted that the Jobber cnly goes into 
points where it is favourable to hime You have a map 
setting forth the different outlets which we have and 


we are no different from that of any othor Company 


operating within this Province. Vie take the same chances 
as they do. 
THE CHAIRMAN: I am sorry to interrupt, 


every time you start we think cf something else, may I 


just ask, you have purposely refrained from seeking to 
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do business with refinerics in Montana which from the 
Canadian standpoint is perhaps most laudable. Were you 
unable to get your other products made here in Galgary 
te your specifications so that you were forced to go 


abroad, I mean following that same reasoning?...o.» 


is Yes vrvion tox ciis. 
Q Through the Bs As or the Imperial? 
MR. HELMAN: I am, giad you askod that. 
G THE CHa LRM: Ns You were unable to get thom 


to make lubricating oils for you? 


MR. HEIM:N: They could not meke as goode 
WITNESS: Our previous contract with 


the Northwest Stellarene Gompany and the contracts which 
they took over, the British American, definitely called 
for ecortain dofinite specifications and the contract I 
believe prior to that also did the same and I do not 
believe, possibly at that time it was better than whet 
you could manufacture in Canada even at the same price. 
Then our last cuntract which we have with the British 
American, it sets forth that the product which we reeccive 
must not be of Lower quality you see and spocification 
than our own brand and trades name, the produet, so the 
Vesull bc Wo ere not working, bn the dark under any 
illusion that any person can give us anything, because 
they csnnoto 

Q MA. HELMAN: Mr. Justice McGillivray 
was referring to the Imperial Oil and the British american -- 

va) We do not purchase anything like that. 


Q, Just a moment, what he wantcd to know was why you did not 
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Mackenzie 


purchase them in Canada instead of purchasing them in 

the United States? 

I soee 

THE CHA CTRMAN: You say you have not really 
interested yourselves in Montana, "we have stayed with 
Canadian products so far as gasdline goes" and I am 

saying, why does not your patriotism carry you along a 
further step with lubricating oils, or is it thet the 
Canadian companies cannot manufacture to your specifications 
for the price, or can they manufacture to your specifications 
at all or what? 

Well the only way thoy can manufacture to our specifications 
as a Canadian company would be for them to bring in the base 
materials from the United States and combine those together 
and any lubricating oil which is manufactured by the 
Canadian manufacturers, in my opinion they are not good 
Cnough lubricating oils for us to market; I am talking of 
the high grade oils now, There are some lower grade oils 
that we have purchased this year from a Canadian company; 

as &@ matter of fact we purchased some from the Imperial Gil, 
not for this market but in some of the places and from 
Sarnia as well. We did that this year but that is not 
under our Red Head brand as a high grade oil. 

MR. FRAWLEY: Nov) Mr. MacKenzie, one of the 
particular things that the Commission has to explore is 

the reason for the importation of lubricating oils. Now 

the fact is the only company manufacturing lubricating oils 
in Canada, as I understand, is the Imperial Oil at Sarnia? 


No. The Sanadian Oils, they manufacture. 
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Thoy manufacture lubricating oils? 

YéSe 

But all other companies import, either buy from the Imperial 
or import? 

Well, I do not know what they do, 

They either buy, well they buy from the two Canadiagh refineriss 
or they import? 

Yes, I suppose. 

The McColl Frontenac Oil Company for instance? 

Yos. 

Buy their lubricating oils from the Imperial 011 Company? 
I do not think so but they might. 

I understood they did but in any event do you say that the 
Imperial cannot sell you their Marvelube Gil under the 
name of "Red Head" and you have as gocd an oil as you have 
now? 

I do not think they would do it. 

Heve you mado any attempt to do it? 

No, and I would say it is not as good an oil as Rod Head. 
LT wanted to know how far you know. 

Yes. 

You say you are marketing Red Head because Marvelube, 
which is the best A aS made oil I believe, could not 
be made as good as what you are importing from the 
Champlin Refining Company? 

well, of course, that is a kind of technical question 
which you are putting, but in my opinion I do not think 
SO» 


You sec you have some pretty respectable gross spreads 
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on Red Head humber 30 as appears on Page "C-6" of 

Mr. Jennett's report, at Calgary you have a margin after 
commission of 40, Iwill put it this way, you are selling 
for 80 cents that which costs you 43.68 and I put it to 
you that perhaps has something to do with the reason you 
are importing thesy oils from the United States, that you 
eannot buy them cheapor? 

You mean I cannot buy them cheaper here? 

Yes, that you cannot buy them as cheaply. 

Tn Cenada? 

From the Imperial O11 Company? 

Le rininke > eo lds 

Yousthinks you could 7 

Yess 

You think you could? 

Ptrnk IW eouldy buy, 1 am not saying as good an) oll bul 
Sn oi ll ebulent buy an oll Tromhthe Imperial O1L when 
we could use, which is not greator than that price, I 

a0 Hoty think it 2s, Ll am just talking at random ---~— 

I am very much obliged to the Chairman for bringing this 
point up and the Commission has some time to report, has 
to invostigate and repert on the whole business of 
importations from the United States. Now itis too 

bad we are working at cross purposes because we cannot 
have any admission from you that Marvelube is as good 

as your own so that renders my cross~-6xamination rather 
futile but what you say,is, you do not think you can buy 
as good an oil in Canada as cheaply as you can import 


tho Jjmeriean oil? 
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vy I do not think anybody in Canada can, If they can why 
do they all import their better grace oils from the 


. 


United States and that goss for the Imperial Oil too. 
Q That is the reason you import, you say you can get a 
better oil cheaper? 


is Well we can set an oil, for instance we have been in 


Oo 


the business a long time, have we not, and the lubricating 
oils are the foundation of any busincss. Then you takes 
ang seli a lubricating oi] to a man who has an expensive 
tractor or a car or anything. you want to be sure you have 
Qa good product. Now that is what we have made sure of 
and to my idea, that is my idca that there is no one in 
Canada who can manufactures an oil that would be suitable 
to us aS a marketer to put out under that brand name and 
that is why we take our oil from the United States. 

MR. FRAWLEY: I suppase we will have to 


Leave it at that. 


Q MAJOR LIPSETT: Is that dve to the crude oil 


n 


which is in Canada? 

A Et is no doubt due to the kind of crude oils: the crude 
oil is not suitable in Ganada for the manufacture of 
lubrisating oil. There We RO etyde oil value to Luger 
Valley crude for tho manufacture of lubricating oils and 
they have to import the crude oil, a srude oil, that has 
a cortai lubricating oil value in it. 

Q Is Marvelube mado by Imperial Oil in Canada or is it 
imported? 


A The crude oil is, I understand. is imported ine Of course 
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they will have to answer that question and they will 
manufacture that possibly from South Jjmerican crude. 

MR. FRAWLEY: There os no doubt t henna 

is manufactured at Sarnia from imported crude» 

They have no -erude oil in Canada that has any lubricating 
oil value. 

MR. HELMSN: lL am. sorry I misled you into 


reading that last paragraph, wo vumitted paragraph Ll, 


and will you go back and read that? 
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*) That is, Mr.MecKenzie, if I may repeat, there is no 
particular advantage in there being a refiner as to why 
they should continue to market sasoline, If it is a 
necessary condition precedent of the niarketing, then you 


could go into the refining business quite easily? 


A We are prepared to do that. 
Q MR. COMMISSION SR LIPSETT: Mr. MacKenzie, on that then - 


tf am speaking entirely generally,- would it be a useful thing 
for the industry either that all jobbers who wished to 
continue in business should be forsed to do their own refin- 
ing or that all jobbers who are tu continve in existence 
saould be mace entirely imaenetident of the refineries on the 
other hand? 

A “ell; Of course my Viewpoint: is this, that refiners shoulda be 
like any manufacturers, they should manufacture their products 
and when they get the product from the crude, let the market- 
ing division or the jobbers do the distributing of the petrol-.. 
eum products. If that were done, it would be more economical 
and more satisfactory to the poople. TI am not particularly 
referring to anyone else but myself. Because we operate 
throughout Western Canada. ‘Je operate in Saskatchewan. 
we are only xcpeaking of Alberta, but we do take our gasoline 
and refined products, the majorpart of it, right Out OF; 
Calgary and ship it into Saskatcnewan. But if that is your 
viewpoint that the jobber should be eliminated and they are 
of no value, then I say we are prepared to erect our own 
refinery. But of course I do not agree, I reverse tie ime. 


Tit CHAIRMAN : “Te have no viewpoint. 
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If I am wrong in my ideas, then everyone in the United 
States or the majority of them today are also wrong, 

or else why are they wanting to divorce everything from 
the retiners and not to handle it just on that basis? 

I think really, My Lord, you will find after you have 
gone into these phases; and I am bringing a good many 

of them up, that it is a most economical form, under the 
general world conditions. TI have not heard of anyone who 
had any other idea that did not think so. I can realize 
the Lacorye. OL Some, ot uhess things,. but, incprectice 
PS Sar er ena 

MR. COMMISSIONGR LIPSETT: Following that Line out, 
Mr. MacKenzie, you think that the jobbers should continue 
but you think they should be entirely independent of all 
refiners? 

ft think. sO+ 


If they are not independent of the refiner, they are simply 
part cf the marketing division of that refinery? 

Yes, part of the marketing division of that company. That 
is why they can be dictated to, but with us that is not 


the case, 

Where a company has a marketing division and at the same 

time these tied-up contract jobbers, is that just a dupli- 
cation of marketing expense? 

T would not say it is a duplication of marketing expense, nO. 
It is possibly a condition that many people get tied up in 
that manner is that they may over-extend or may not be good 


business people and a number of things. They have financially 
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got inte difficulties and the other fellow dictates 
to him his policy and controls it. 
Then assume we have a refinery and an independent 
jobsing system? 
Yes, 
Then how should the marketing be looked after? 
Vell, I would say through the jobbing, the indpeendent 
jobber. 
Would that eliminate all refinery-owned service stations 
and leased premises and purchased premises? 
No, but they could lease those out, couldn't they? That 


is what they do in many instances,anyway, that is what it 


is coming to. I think possibly Doctor Frey who you will 


have here will possibly say the same thing about the 


United States. 

That is, the refineries are doing that? 

Yes» 

How is the jobbing element in a position to take care of 
that at the present tine? 

Well, they purchase from the refinery and market through 
these outlets that they have leased from the other people. 
Is oor eny jobking org:cization in-Canada thet would be 
strong enough or big enough, or a bunch of jobbers that 
would be big enough to get all these service stations so 


far as they are necessary and various outiets. win other 


words, let me put it to you this way. Vereinot the refineries 


possibly forced into this marketing end. because nrotedy else 


had the resources to build up the general marketing in the 


province? 


ae: 
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“Well; I would think = and I an Speaking now ~ IT am not 
fumiliar with other parts of Canada - but I am speaking 

of Alberta, that there nv doubt would be sufficient jobbers 
rol vane care of that form of distribution here. Because 

We ere nov the only one. There are several responsible 
jobbers in this province, and are financially remonsible. 
Your view would seem to be rather that the refiner went 
into the marketing in ordér to put out other marketers 
rather than that they were forced into marketing by 

reason of there not being sufficient outlets provided 

by jobbers? 

Vell, I do not know what that was in the early days 

when they started. I cannot answer that question. 

THI CHALRMAN : If you take the case 

where ‘the refiners have nothing to do with marketing 

their own products, it would be entirely in the hands 

Of) then (pobberst iiensi, If the jobbers did not, take their 
product af course’ they would have to’go under, In short, 
can you imagine refiners ever so tying their hands that 
they could not go out and market their cwn goods themselves? 
Rel, bub you Pon's de that. “you don't sust come alone and 
say tora jobber and sey "IC ah in) the refining business and 
IT have sore products to sell.” He comes to you and he says 
"T figure on a certain distribution, so many gallons.’ Now 
can we get together on this proposition and handle it for 
afcerteain, period or: timer" He is not left at the mercy 

or the jobber ie any way. 


MR. COMMISSIONER LIPSETT: » Supposing as the Chairman 
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put it to yow, supyosing there was a refiner, a small 

refiner, or a refiner starting that was not able to get 
“istributicn, what would he do? 

Wwe cover that too in a part here. TI am setting all that 
forward when I come to that. 

THE CHATRMMAN : All right, go on, Mr. MacKenzie, 
MHere ois Ty 

11? 

11. We note it was sugeested by a refiner that possibly 
the Jobber should peehimiee ted: They themselves were Jobbers 
until a few years ago in “estern Canada and presume they 
commenced their general business in the same manner and later 
erected their refineries. If a satisfactory arrangement 
cannot be continued between the refinery and the Jobber, 
we are speaking partinularly of ourselv:s, then we are 
prepered to erect our own refinery, the same as thet which 
they “or GCvhers cre doing, so we wilt. be able to take care 
of our own distribution in that manner. 

12. It has also been sugessted thet the Jobber 
only goes into points where it is favourable to him. You 
have a map setting for the different outlets which we 
have and we are no different from that of any other Company 
operating within this province. ‘e take the same chances 
as they do. 
THE CHATRMAN : Where is that map, Mr. Frawley? 
Ye are always talking about a map that is not here? 


MR. FRAWLEY: Tam sorry. But the British 


American Oil Company Limited were ereatly disturbed about the 


map as you recall and I took it down to send it away to have 
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the changes made, as I THOuUsht., over night, bus it 


turned out to be a real task. Mr. Harvie only yesterday 


MRs HARV IE's tonave teen giving them on 
wre “Ot or Aydy end the st of July and soon) but eas 
soon as we gave him one list, he naturally wanted it brought 


further up to date. It has been nc fault on our part. 

LEY : NO" the ve cls snor cree iia lve 
But the B. &. are establishing these new outlets through- 
out the province and the thing changes. But now I am 
finished) "ce have it as of the 20th of July.) “ie 


BOnvert, OUrselves With thats, “Ef hope “to have it backivery 


shortly. 
THE CHATRAAN : ; eer eh Gs 

ISef This’ Company; during the last Fiscal Year, in 
taking tne figures from the Financial Statement as prevared 
fogs by Price -atverhouse end Company, the Salaries and 


Coumissions naid by us to our smployees and Commission 


Agents totel 3176,913.66, and the freight which we paid to 


truck operators amounted to $126,09C.54. "e haves endeavored 


to set forth as above to show thet the Jobber is aggressive 


and should continue to operate in the business sgainst 


Companies with large capitel at their command who have been 


in the business for half a century and none of the ageressive- 
ness or more modern form of distribution has ben created by 


them, but these improvements have b on inaugurated, in our 


opinion, by the Jobber. 


Mee) ORL Would: you ging Tiling the 


last financial statement thet Price, “aterhouse did for you? 
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A 


Iwill get that.for vow. 
Oh, you have not got it with VOUS WA Mens? 
“No, 

14,. “e understand at the present time in the 
United States, there has been considerable agitation to 
divorce the marketing end of the Oil business from the 
Pipe Lines and from the Manufacturing division which would 
tend to increase the competitive condition in the market- 
ing e1d by being handled through the Jobber. 


That is on the information I have received from the people 


‘in the United States. 


oem We might state: foreyour information tkat thi's 
Com any has Hot joatldany time, since it has been in business, 
purchased one gallon of refined products from Montana. ‘Ve 
note, however, on the freight rates as given from Montana 
to Calgary and. in cur opinion the maximum truck rate is 3¢ 
per gallon. Our regular contract rate when we were hauling 
from Coutts to Calgary was 2.80¢ per gallon. 

16. We would say thet the elimination of the Jobber 
from the Oil Industry would, in a short time, place the 
petroleum business in the hands of a few mighty corporations 
who could at will work material hardship on those who have 
found petroleum products to be a necessity. 

17. The Independent Jobber is in a position tO provade 
an outlet for new producers of petroleum products. Let us 
sunpose that an oil oper. tor, who is not connected with 
either the Imperial Oil or the Br'tish American Oil Company 


was to brine in ten or twelve new wells in Turner Valley. 


y ea 
Slee Plagiee 


Ci . we th LG 


. 
me 
g Tx 53' Meson Rett 
me foe Sip om 
aie Tega 
j ; ee | LS 
i ir oie yet ee ame 
t PS me Os aM ese)! es 
‘ 
oe ie ee ks ia 
“ 
i 
i a . . yee pS 
; . EP Pritts c ee) 
a ‘- ia 
hat 
i . = ' 
1 St gh ane F viet es c Fe We aes 


aPabeo % A 


i : “ 
. te ape - P ; 
; nh ene ; ha! ace “4 * a. - f if eal | Ale: a fi 
2) eee, Weed oe sy mo ee se ea : ne fete wee & 


so a 


O +3 


G. A. MacKenzie 
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This oil operator would be compelled to make a deal to sell 
his products to one of the large refineries doing business 

n the field unless he had an onnortunity of selling these 
products to an Indevendent Jobber. If there is an Indenend- 
ent Jobber operating the oil operator can instal a small 
refinery and the Jobber has available for him a large number 
of outlets for his production, If there are only Refiner- 
Distributors uoing business the new vil operator is at the 
merey Of these Refiner-Distributors. . Failing the making cf 
a suitable arrangement with such Refiner-Distributors the 
new O11 operator would have no alternative except to TPinence 
his own outlets whieh he may not be able to do. The 
existence Of the Independent Jobber therefore enablessine 
new operator to make a better deai for the sale of his 
production. 

18. In addition, we remain available as Independent 
Distrib tors with a great many outlets so that if the whole- 
sale price of the Refiners was not compstitive with priccs 

in the United States, we could, if necessary, immediately 
buy our vroductsth ere, and in that way the public are not 
left at the mercy of the Refiners who could otherwise fix 
wholesale prices at their own discretion. 

t9. 2 firmly believe that not only shovld the Jobber 
not be eliminated, but if the Refiners were prevented from 
going into the retail business, that the 011. Industryc would 
be placed on a healthier competitive basis. 

wi) Thet ‘is the whole of your 
statement? 


Tet is the whole of it, yes. 
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Tae What 


ER. COMMISSTONGR LIPSSTT: In Paragraph 17, Mr.Mackenzie, 
you set out that the indenendent jobber is able to provide 


ean outlet for the new producer? 


But take your own case at the present time. If you sold 

OP wos te seo YOU contracted for a quantity from pthe Briidan 
American and you could not handle in any way the product 

Of .ejinew producerjacoula you? 

Iythinkwwe could te € very ereat extent. because our contvace 
onlyecalls for,.or they, aerse to. sunoly us so many eallowm 
a year. We are not comnelled to take any further eallonage 
Pian, nad... het they eerced.to.,.Toat leaves us, open then 
to deal.with others. 

But until you reach that gallonage, you cannot handle 
anybody jelse's product? 


1 


We have a very much larger gallonage than what that 
contract. talls for-« » 1 do not believe in the future we 
would make enothsr contract like the one we have made, 

as soon as it is concluded. 

MRe PRASLEY: You make a point there 

in Paragrath 17 about the producers and you say very 

easily thet the producer could then instal a small refinery 


and the jobber could market it for him’? 


Les. 

You mean by that a little sorving plant? 

No, I just mean a refinery, an average refinery. for 
instance, Mr. Mayland is nutting up an additional cracking 


unit at His ‘own lace. 


Oh, if you mean that? 
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A. MacKenzie 


and oifterentyvones. Bur instance, you are in a market 
here of an oil producing country, aren't you? 

Yes? 

And this forees. them to have outlets and a seller of 


Piet tueL. Well, 1f c could put uo a refinery of a Certain 


capacity and I want to manufacture my own products and re-sell 


them to Ain wiaebeee Or sOitething of thet nature, 2 think 17 
would be made easier and with more effectiveness than by 
sayings Here i there, isenod any jobbers now. lf we pul wap 

& refinery, who are we going to sell to? We. can sell our 
own products by erecting our own outlets." But how many 
points would they have to do that, and it would take a 
Lone tine, Sven ii yourdid dovlie And how lone wouldMis 
take to get the confidence of the people? In any other 
condetien; imvihe “other direction; you put the: whels thing 
Siku hance, Orma-tew people. \l go net Care it ateis 
Government) control oriwhet it is, °1t just creates a herd= 
Susp @nvanybody. olm othervwords, iiteis theoretical. 

if egametinervis oaly eavrefiner, ne is at the mercyror 

his jobber. He may have a lawsuit if he broke his contract 
but he would not have any distribution for his pruducts? 

Tt has never worked that way. Technically on your point 

ro mays in theory; but Mot in practice. Dt won't. 

Let us deal with the mere physical situation. we have in 
this district two “arge refineries, tworcomplete refineries 
let me say, and twa complete ones going up, lir. Mayland's 
and Mr. Plotkins’. When Mr. Plotkins' is finished, we will 
Have four complete refineries, not topping DLanTS / VHA w tour 


comnlete refineries. You know something of the market here, 
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A. Machenzie 


Don't you think Tour are going to be enough to sunnly 

the refinery needs of this area? 

They do not only supvoly this erea, but they make shipments 
to Saskatchewan and British Columbie. 

pure, and “they are “doing that very well, those four. But 

I am just wondering more on the question of duplication. 

Do ycu advocete duplication and more refineries in this area 
end if so, for whet good purpose? 

fem “saying that the sound business principle - for instance; 
take a company like ourselves, we took care of and you advised 
the Commission of the sealionage that we sold, but that is 
the gallonage on which we paid gasoline tax in the province. 


It is not all the gallonage we sold. We sold a gallonage 


more than that. “le are making distribution into Saskatchewan 


And S30. Of.) Dull treet Tsineither here nor there, Just. the 
same way for instance at Leduc. You gave the illustration 
of oun Gomeny atv,Leduc. .Now, Lam just, going away from 
your subject for a minute and putting a little step on there. 
We had a retail pump at Leduc, but you heve us in as whole- 
Sale. I sat here yesterday for a while and I heard some of 
the arguments in reference to Leduc. I do not agree with 
them.  t do mot aeree With the principle of the thing. as 
all. For instance, these different companies that are there 
are people that are employed in other lines of business and 
they handle this more or less as a side-line. Now suppcse 
you eliminate that down to maybe two people, you would not 
get the service and you would increase your cost OF opera= 
tion. Thst is my opinion. But instead of doing that you 


have a highly competitive condition that exists there and 
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ally with a lower cost of Operation than an increased 


cost. And the ordinary man gets the better service. 


q THE CHAIRMAN: There is a suggestion that 
the Imperial itself has a station at Leduc, as I recall 
the evidence of yesterday? 

A Yes. 

G ANG it had two jobeers with stations there? 

A Less 

Q Bound to buy Imperial products? 

A Yes. 

a, NevervRnom lo tsell at tess than the imperial, price. 


Three outlets for the product of one company. That may 


advantage the company. ‘The Imperial mav be advantaged 


because Gilhas' £07 three outlets instead of one, and they 


set a creater volume» It may pay them, but what about the 


public? 

A My Opinion is, My Lord, that the public is getting better 
Selvroew) 2oa0 nO cthink one would do it \effeelively. wey 
having free competitive marketing, you have better service. 
it is-noet ‘anytscing that these people are just in that 


business exclusively. They are not. Mostly all the people 


that are in the oi] ‘%usiness, there are very few places in 


this »rovinece that their whole time is devoted to the fang 


business. They mey be some, but very few. It is not some 


additional exvense that is added to the industry or to the 


consumer. ir auc) cae 


Q MR. FRAWLEY: ‘here is the advantage to 


the consumer that the Imperial is marketing in Leduc through 
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G. A. Mackenzie 


A 


its own agency and through the Morth Star and through 
the Maple Leaf. To the consumer, where is the advantage 


tO Him? 


The advantage to the consumer is this, thet he gets 
better service. 

It may be true? 

You know it is, and possibly these three places are 
Imperial and as you mentioned yesterday too that should 
people tell the name of where they get their stuff. 
Possibly the North Star agent and the other dealer, whoever 
he may be, who is handling the Imperial products, do not 
know that, and they do actually fight against one another? 
You mean, the agent does not know? 

fhe agent may not ‘know that. 

Nou wie >) VieeCRonZVeg. Awan tr Loves Ou this. Yow establish 
bulk stations wherever you think you should put them and 
wherever you get a license from the Provincial Denartment 
Of trade and Industry, dome ‘yout 

If we decide on expension and decide that we would like to 
put in a place at a certain point, we then apply to the 
town to see if they Will give us a license, and then we 
anply to the Government. 

And the fect there is a B.A. station, your supolier, 
there, does not deter you at all? That is never a facta 


at all. You go right into that town whether the B. A. us 
well established or not? 


Yes. 


> 


And the Bell is another B. A. jobber, and whether the 


Bell is there or not, you go right in if you think otherwise 
Deis, good Lor wow td, 2o7 
Yes. 


(at this stage the Hearing was adjourned EE Gated a SOU Geils 
SVthwoLesuly., 199 ) 
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EXHIBIT 534 
Balance Sheet of Great est Dis- 
tributors as of February 28th, 
1939, and Profit and Loss Account 
esvatireoruary cOth, 1939, produced 
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EXHIBIT 535 
Copy of Agreement between Great West 
Distributors and British american 
Oil Company Limited, produced by the 
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EXHIBIT 536 
statement filed by the witness 
Mackenzie for Great West 
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PPG IEEY elcweds oiel's cls 0 clo s\ 5's 0% 6s (¢, 6 16\0.4) 5.619 8 4 #) 4. So wile PhLE ON 
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eae 16 invoices of Great West Distributors 
Limited, covering goods sold to various 
persons at various points, preduced 
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yeer 1938, and accompanying schedules, 
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Price structure for 1938 of Gas & 
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Page 

hetrer: from Ava. Mayland, President 

Gas "O71 "Progucts Limited to’ R: Vs 

Lesueur. (Vice-President. imperial Oil 

Tamived, “dated March 22nd, 1988), 
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EXHIBIT 540 

Leovier wan repiy from J., McNeil’ to 

Peete oveand Ca bed hori liecend, 1958) 
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EXHIBIT 541 
Contract between Gas & Oil Froducts 
Limited and Maple Leaf Petroleum 
Limited, dated Srd September, 1958, 
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GEORGE ALEXANDER MACKENZIE, 
heving been recalled, examined by Mr. Helman, said: 
Mr. Mackenzie, I think you finished your presentation but 
you were going to get for the Commission a balance sheet 
for the yeer 1958, I think, have you that there? 
I have. 
That is prepared by your auditcrs? 
WO, "erice- eterhouse . 
MR. FRAVLOY: I orfer the belanee’ sheet, of 
the Great est Distributors as of February doth, 1939 
end proiit and loss account gs at the: perlod Pebruary coth, 
1939 and reports. 


(DOCGUMEITS FRODUCED HEkE 
MARKED AG EXHIBIT? "534",) 


THE CHAIRMAN: What about copies, Mr. Helman? 
MR. FRAWLEY: That is the balance sheet 
bringins; us up to the last balence sheet. It is described 


as a balance sheet. 


THE CHAIRMAN: I was just asking as to the 
copies. 

Maz. HEIMAN: No, we have not any. 

MR. FRAWLSAY: Tt can be quite easily copied. 
THE CHal cMAN:s For what year? 

SLT Neos “ell it is 14 months. 

Ma. FRAWLEY: It is 14 months ended February 


Poti LOGIT 

Yes. 

Attid it is better deseribed in the volume, it is for the 
14 months ended February esth, 19359, a profit and loss 


accounte 
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a) MR. HELLMAN: It was suggested, Mr. Mackenzic, 
you bring a copy of your contract with the British American 
OL1 Company? 
& I have it. 
Q Have you a copy or the original? 
v:) I have both of them. This is a copy teken from the 
original. 
MR. HELMAN: L am going to ask Your Lordship 
to permit us to file a copy. We tay wish to have the 
original for reference. 
THE CHAIRMAN: That is satisfactory? 
MR. FRALEY: YeSe 
(COPY OF DOCUMENT BELG AGKERENT 
BETWEEL GREAT WHST DISTRIBUTORS 
SND Be a» OLL HERE PRODUCED 
AND MARKHD EZHIBIT "535", ) 
Q MR. HEIMAN: ‘Jas there anytaing 6lse about 
which you were able to get some information? 
Q MAJOR LIPSET?: Beforo you pass from that, 
Mr. Frawley, would it be desirable for us to know anything 
about it? 
MR. FRA’ LEY: I am entirely unfamiliar with 


the financial statements. 


MAJOR LIPSETT: I mean the contract. 
MR. FRAWIBY: — z Oh, the contradt, it might be 


desirable to ask Mr. Mackenzie some questions about it. 

THE CHAISMAN: We can read it. Mr. Frawley 
will have some opportunity to read it also. 

MR. HELLMAN: They have always boen available 


to Him. 
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MR. FRSWLEY: Yee, DT could heave asked for 
thom. 
MR. HEIMSN: “hat was the cther thing? 

h My Lord, you asked me if IT could show where we did not ship 


or did ship below Imperial Oil prices. 

q You were going to make a list of prices? 

ve) Yes. I have taken here regular sales slips, this is the 
original delivery and here is where it is Signed on here, 
the prices, and I have listed here places sold to and the 
agency from which it is sold and what we sold it at and 
what the tank wagon price was. Now, I have listed on 
this, I delieve, 20 different sales and so, I took places 
like Alix, Bow Island, Camrose, red Deer, Taber, Vulcan, 
Barnwell, places from different areas anc those prices at 
which these products were sold from our place are not the 
Same as that which was sold by the Imperial Oil but are at 
a lesser price. 

Q MR. FRAWLEY: Let us file something. You are 
first filing a document entitled "Great iiest Distributors 
Limited" and it is a record containing dates, invuice 
numbers, name of agency, neme of purchaser, prvuduct, and 
then the tank wagon price at the agency, what is that 15.6? 

vs) That is the tank wagon price and then this is the Imperial. 
This is the price at the agency at which we sold it; that 
is evorybody's tank wazon price here and this is the 
Imperial and the Be. 4. tank wagon price. 

Q Iam trying to get a name for it, that is all, Mr. Mackenzie? 
Hell); ?h head it there, you see. 


Q I think perhaps we will have to leave it at that, it is a 
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document offered by Mr. Ma 


following Imperial"s listed 


I can at the moment call it, 


eckenzie to show 


thet he is not 


prices and that is about all 


Mre Chairmane 


(STATEMENT PRODUCED HERE 
MARKED 4S EBZHTBIT 526% 


7 


THE SHALIMSN: Now Mr. Mackenzie has some 
Cpesiveaiwoi ps which Neils ciferinze in supporteofithis 
Beh Lott, Wooo i, 

MRe FRAWLEY: Yess Wow you are offering 
some, these are invoices are they? 


These are invoices for the 


Signatures and everything 
THE CHA LEMS 
document £xhibit "S36"? 


Yes, the actuai sales and tr 
places. 
MRe FRAWLEY: 


that is 16 invoices of Great 


on thom 


goods delivered and the 


where we received payment. 


That is in support of this 


ansactions which have taken 


There are 16, Mr. Mackenzie, 


est Distributors, Limited 


covering goods sold to various persons at various points, 
are they the same as the points listed here? 
They are the same. 
They are purely to support the Hxhibit "556"? 
YeSe 
THE CH4IRMAN: Vie will make that Mxhibit "536" (y) 
then. How many documents? 
Datos ae etn tL BY I will count them again to be 
sure, 16, Mr, Chairman. 
CLG: [MVC LORS: PRODUCED BY, LITNESGS 
Hick MARGED AS Bnd TSIT "SSE" J) 
MAJOR LIPSETT: what is "RH." gasoline mentioned 


in this? 
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Red Head, that is the same as the standard "Q" brand gasoline 
and I might mention too, My Lord, that where these slips 
show purple gasoline, wnere the refiners put out a product 
manufactured by the refinery, which is a tractor gasoline, 
which is refined by the other people, we called it that so 
that it would not be confusing. 

MR. FRAWLEY: It is the same situation, 

Mr. Chairman, if Mr. MacKenzie is to be questioned at all 
about this I will have to have an opportunity of looking sat 
it for a few minutes, Now Mre Mackenzie, there were some 
questions I wanted to ask ycu, I sent Mr. Helman a copy of 
the questions and he advised me yesterday that he did not 
think you were prepared to answer them now, that you would 
like to answer these questions at a later date. Hcwever, 

I would suggest I go cver them and any you are able to 
answer now we will take and if you must have time to 

answer any of them that can be put in latere 

Vell, may I suggest, Mr. Frawley, I just iooked over this 
document and I figured it is a rather important document 
for me to give an offhand opinion and I have just had it 

a few days, as you know, and I am not familiar with it and 
I would like to get the copy which is referred to in number 
le 

You should have had that. 

I have nonemes these copies referred to in any of these 
places; I mean like from the Texas Company and the 
different things you are asking. 

That ts true, if you need, quite true, if you need any 


further claboration of any of the points, any of the 
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references that Dr. Frey makes to the pages of the evidence? 
b YeSe 
Q I would think you could omit any particular reference to 
the pages of the Texas Sompany, that is what I intended to 
do in running over them with you, I think we can make some 
progress and certainly Mr. MacKenzie ---- 
THE CHAT RMAN: If the witness feels he should 
not start at all until he has really considered this 
questionnaire, I think protably it would be more satisfactory 


to him and perhaps to us because we do not want unconsidered 


answerse 
MR. FRAWLEY: Wo, that is quite true. 
THE CHAIRMAN: we can deal with it when 


Mre MacKenzie comes back. 
MR. FRAWLEY: Pwowid Like Liviticorta bes 


fitted in, I would like this within the next ten days. 


wLTNESS; I am prepared to do that. 
MR. FRAWLEY: I do not want any idea of any 
Long time. 

A No, I do not want that, but would you send me then a copy 


of what these other questions aree 

Mr. FRAWLEY: Yes, [will try to give you 
more explicit roferences of what the record is. 

THE CHAIRMAN: I think yeu had botter say next 
Thursday morning so there will be no question but what we 
will be through next week in case, - and I fix that time, 
Mre MacKenzie, in case we should decide to discontinue 
publie hearings for a period of time at the next week end. 
I do not know that we will but if you could so arrange that 


will give ycu ample time. 
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A That is plenty of time so lonzs as I can get these other 
documents. 
THE CHATRMAN: and you Will give Mr. Mackenzie 


what he requirese 


MK. FRAWLBY: YES 
| CHAIRMAN: That will suit you, Mr. Frawley? 
MR. FRAWLEY: Oh, yeso I think eny questions 


I want to ask him on tho Be fe Contract will have to stand 
until that time also, as well as Exhibit "536" just filed 
because it will take me some time in order that I may ask 

any intelligent questions about it, so I think it should all 
stand. 

TH CHAIRMAN: &ny further questions, Mr. Helman, 
or anything else you wish? 

MR. HELLMAN: NO » 

THE CHAIRMAN: Have you not something showing 

Mr. Mackenzie's volume? 

MR. FRAWLEY: Oh yese Now of course, Mr. Mackenzie 
you mentioned something yesterday which is perfectly obvious -- 
THE CHALRMAN: hat we want to know is the extent 
to which Mr. MacKenzie may be said to be e free agent in the 
matter of buying. 

MR. FRAWLEY: Yes, yoSe 

THE CHAIRMAN: | That is to say what his sales hgve 
been to justify the belief that they will be so much, so that 
may be compared with what he is bound to buy under the Be 3. 
contrsct at a price? 

MR. FRAWLEY: I sec the point exactly. Will 


you point to the place in the contract which refers to the 
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amount of gallonage which you must buy from the British 
American and beyond which you are free tc buy wherever 
you choose? 

es. OW a = 

THE CHATRMAN: I thought that might well be 


postponed until you had read the contract? 


MRe FRaWLBY: Oh, I thought you wanted it 
NOV/e 

THE CHALRMAN: Noe 

MR. FRAWLEY: That is a point in getting the 


contract and I will see that that is developed. 
THE CHAIRMAN: {nd then we have some 16 places 


that on given dates there were sales below the tamk wagon 


price. 
MR. FRAWLEY: The going tank wagon price. 
THS CHALRMAN: The going tank wagon price, 


set by the major companies. 


MR. FRALEY: So Mr. Mackenzie says. 
THE CHAIRMAN: Yes, and I suggest to Mr. Macsenzie 


new that when you ieturn, in the meantime you give consider- 
ation to anything over and above these 16 isolated sales 
which serve to show that you are really competing, I mean 

to say you might get 16 sales in an afternoon where you 

were under bulk tank wagon but I am talking about the 
general thing which shows that you play a general part 

in the truly competitive field and not just en arm of the 
British American. 

VITNESS I will be pleased to do thate 


For instances, this is at Alix, that is Mirror thet that 
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was sold to and at Bashaw, and at \Winnifred and at Bawlf 
and so on, these different places you see as actual points 
which will be shown cn those slips. 
Quite Ste 

A To wiich deliveries are made but as £ mentioned to you 
yesterday on this, I am suro I can show you plenty of 
additional nnes. 
THE CHAIRMAN: You see what I have in mind, 
Mre MacKenzioso, is to show that the cansumer is getting 
some bencfit out of your operation. 

L That is right. 

Q You have shown where perhaps he gets indirect benefit when 
the railways dc this and that and sc on? 
Yes. 
But unless it is shown to have @ reaction favorable to the 
consumer, it merely means that somebody is making more moncy 
for themselves and the railways less; I have no doubt that 
the Government, when instituting this inquiry, was cuncerned 
with determining what, if anything, could be done that would 
serve to assist the ultimate consumer; L fancy that was in 
their minds; now in the end it may be that we will conclude 
that the consumer is doing better than he should? 
YeSe 

Q We are in no wis” bound by aims or ambitions of that 
character but if the jobbex can show that he is playing a 


part as a true enmpetitor it would be of interest to us to 


know it. 
b Yes. 
Q Now you made some effort to show the useful purpose which 


the jobbor serves; I suggest, bearing in minde the consumer, 
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while you have the time, you might consider that and if 
you have anything to add we will be glad to hear it. 
A Wels, pardon me, My Lord, I believe you ,talked about 
the gallonage; the only gallonage shown I believe was 
the taxable gallonage which we pay but I myself have my 
eonnection with the nther companies and which we supplied 
additional gallonage to, that they are licensed by the 
Government to collect the tax, which shcoyld be added to 
our gallonage and as a matter of fact our gallonage is a 
larger gallonage than that which is shown. 
THE CHAIRMAN: &nything you care th add we 
will be glad to hoare 
q MR. FRAWLEY: Nxhibit "456", Mr. MacKenzie, 
iS a very complete attempt to show the amount of gallonage 
you are entitied to am Mr. Appleton has gone to the trouble 
of showing the total sales and then deducting the sales to 
the Dominion Government which are not texable, the cleaning 
fluid which is not taxable, the coal oil and heavy fuel and 
then he arrives at the taxable sales and those should 
contain every gallon cf what you handled, and I would like 
you very much to be satisfied that we have shown everything, 
I would like you to look at Exhibit "456" at your leisure 
and discuss it when you come back ana say whether it does 
HOU correctuLy ireitect all, tO: a fraction of a gallon, .ail 
that you sold? 
May I have a copy of this? 
Yes, I will give you that. 


You see our gallonage is much larger. 
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Your Saskatchewan gallonage, we aro not concorned with; 


fy al ee ahr 


Ab a. a " 
a ‘ > oy, a we ne BM and 8 


ay i 
Y mene ni rf oy, ’ oy " 
q ‘a Od ‘ ' i v0 a) , ¥ 
1 _ 7 . : : bh 


e ae 


spate ‘beaies, une ake 2 
wine wirdited T eveia «:akitainy glae. oat - Aa ot Moe 
Gm orp heme baie cee ow Aone agenodtans ‘artedocaae atl | 
iat Reece oe aoe! Ree tae iets « ae as fw covteduaen 1” hee 
pee Ye Baenaea. | ovine elit ext gah eg ene LEaas ipnoxbbtibe pe 
sf hAbBw od Bigot centy eae ot veuditoe. ox tdoteedi wate “th 
ak shenatlns aio Hck. Go anak ee Be Gna’ ee ee 
| yoda «7 detain Meet mote Savcint tae RaaeRhT | 
by She Be cys: a oer ae saeaneviiale wer. Dida . 
| | » PEE, ot hark, ‘ag Ete (ly San | 
giaidioey trout ae tone Mec SraAn the ly Be 
e ares sights tty yoo, meee tinortes setgian yee ‘weue “ 4 
iba” wink: ost mn mat cok ue With Aes ot BOM. omg! Hom. le 


y 
j 
ne : et a ced i 


Lk Ps Gt he he Le iy 


Cie gat au: ery a Kieu make intel aa dbe: Pinati ot alas ; 7. 
Wan teeahy. ait? 90 fd JF Gee ote. sootetin: Fawintencnad: vi i 
(abe hla bid ae aioe 53 ‘ A ix 
bag. Hest evood: bap Pit Lec oath ‘ay ant tit wh fink . tee 


Panes: SG | Cie eeliod, odatige ad oa ts eosin ie ch i ; P| 


eas yw ii BT a fish Winall. wang siesta tea arg wi 

ayepcatalies eahiptes se call st ie ae ae 

ye Beak ngyehiee By ‘veytate koh een! Pr dara, wk Bae ape i 
et ee bacauinete pene eshte sitesi nae ae aati si <s 


a), eke, Gah aye: Feikh Sal 


Si 
a i 
BI és: 
i we Bey ; 
: ‘ 
A hi et i 
ge rk i ’ y 
/ , a 
’ oF a Piss Phas. j ‘ 
* ai han apy t 


1g Bat iy re 


C-1 - 12,260 - 
iti) 


Ge A. Mac Kenzie 


we are concerned with it but it ig not in anything which 
has been filed. Now the Commission would doubtless like 
to know what your combined gallonage in both provinces 
is. 
THE CHALRMAN: Does that contract cover both 
prcevire es? 

S It doose 

Q MR. FRAWLSY: Yes, the contract covers both 
provinces. Well we will discuss the thing fully whon you 
come back. You were making quite a point yesterday of the 
value of the economies which might be gained by the operation 
of your system of marketing, that is the combination outlets 
served by trucks and you seemed to be referring to that kind 
of operation as the place where the jovber could best serve 
but Mr. MaeKenzie, I suppose the Imperial O11 Company could, 
tomorrow, duplicate not in location but TE mean duplicate 
precisely your present system of marketing? 

A They could if they wanted to. 

Q Phey could up until the other day --~- 
THE CHAIRMAN: I did not understand that to be 
Mrs MacKenzie's point. As I appreciated his point it is 
that we market ina certain way with trucks --- 
MR. FRAWLEY: YOSe 
THE CHAIRMAN: Tuc, everrbody else in the 
industry may follow us and some of them have but as an 
example of the benefits of having an independent jobbor 
who is zealous in seeking ways of marketing which are 
cheaper, we have brought this about; others may follow 
put the jobber has played his part in that he has developed 


in this country a new and efficient method of marketing 
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which now others are emulating; that is your point, 
Mr. Mackenzie? 

Guites 

And even so, you leave the jobber alone and he will find 


other ways and means of improving the industry. 


MRe FRAWLEY: Yes, I understand. I see 
NOW e 
THs CHAIRMAN: If lice MacKenzie could have 


added'to that something that gave an assurance that having 
developed something more efficient, somothing better suited 
to serve the needs of the Cil Industry in the matter of 

marketing, that the public had gained a fraction of a cent 


it would have been tremendously important. 


MRe PRAWLEY: Yes, quite Si6 
THE CHAIRMAN: The point is well taken. 
MRe FRAWLEY: I see now the implication in 


Mre MacKenzie's point --~-- 


THE CHalRMAN: That was your point, Mr. MacKenzic? 
Yese 
MR. FRAWLEY: Not speaking at all facetiasly 


then, Mr. Med Ke naiie says that his operation is a sort of 

school for the better marketers, it is just passing through 

my mind, of course it is a terribly oxpensive sort of thing 

if he is just showing the cther marketers how to do it and 
that all jobbers must be kept only for that purpose. 

THE CHLDTRMAN: He gives that but as an illustratior 
of the large usefulness which is "ours in that in all phases 

we have got to be Keen and alive to survive. We are creating 


competition whore everybody has to be on their toes to be 
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mure efficient and more economical and that is good for 
the Oil Undustry as a whole" and of course it is, and then 
the next questinn is, is it also gocd for those people 

who make the Oil Industry possible by buying their products 
and that is what Mr. Mackenzie is still going to develope 
MAJOR LIPS#TT: I suppose, Mre MacKenzie, you 
make the point even a little further by saying that if 
your system or your organization were now eliminated that 
that might eliminate all trucking competition as regards 
freight and these new rail agreements which wera accepted 
ty the Imperial and the British American --~=- 

A I would say it would, whero they havo their railway storage 
tanks, you would go back to the old obsolete manner of 
handling products in that manner, 

Q It would eliminate competition in the rail freights system? © 
YESe 
THE CHiuITRMAN: Even so because "on the freight 
rates, we are able to market more cheaply and I brought it 
about and vhether or not it is or is not a beneficial 
effect for the general public, it shuuld be." Mr. Mackenzie 
doses not perhaps say it should, he may say, "we who are in 
the oil business should make more money" but it is conceceiv- 
able this may help the public. 

MRe FRAWLEY:  . I am only probably, Mr. Chairman, 
only pursuing it half way because as I put it to Mr. MacKenzie 
yesterday, let us assume Mr. Mackenzio has established the 
point that it is a better system, quicker turnover, even 
better products to the consumer and overything, then, the 

big quostiun is wherein is it reflected in the consumer 


price. 
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MR. HELMAN: I was going to suggest to 
Your Lordship an example where it was reflected in the 
price obtained right now, the railway companies are 
reducing thoir rei]lway rates and the two major companios 
are now stating they are going to reduce their wholesale 
prices, You see, there is always an inter-play of 
cconomie forces which we cannot seperate very readily 
hut here is en actual illustration, we start trucking, 
the railway companies come down in their freight rates 
and the major companies come down in their wholesale 
prices of their gasoline. While we séll at the same 
price that they do still there is the point where the 
inter=locking of economic forces is brought about, just 
by reason of this competition. 


THE CHAIRMAN: A perfectly fair argument. 


( Go to Page 12,264 } 


ij | «tik aur a \ , ‘ 


: ‘ a, \ ' 
: ' Ja aos nr 4 
oie bh. Sevan {eo etext ae! Pei sorotlinat hen? 
ae le | ir ; 
Ay h ah ' 7 
hae dete Emer : 
po Seto’ y ndgjin seh Teitdo” ort x 
fj ae y it aie ieee a wae 7 
mi ay q mak ‘ Be cng ‘ : 
‘ ie me i 
1) Aeratae haet ooh tre! Non 8 


- y 
Ue Bat 


ua ’ 7 5 
welae eet oe: un @he Hoy atieeamg 
of AD : H * i. » Ae ; ty j 41: - 


ee ae ‘ 


hae , L Pe <= ‘ 
, “ 
eect sats ow Yeo ReRGeMeels toroe) test deo? toa : 


“d 


ae 4 ie ae ray 


ss Fs Me 
ie ee at s 7 m1 
3 eel ean, : on » 
ten a : - 
<8 lf . al 
Me Wwe n . 
; 4 
i x y ' je 
onl ‘ PE i i fe. viele 
B > ey : ) os ) 
at 
, Ne 
Be i 
; ae) A has Shite! My oa j : ray Ha i 
¥ pi aah Wy eesee Pe Posey Bana Te 
v4 
nt 
: ( ; 
; ¥. ‘ Ne fig +s = 
ae ET ‘ = af, il a wigan 14 ee EUS anh ; 
' Si i ae Met te 5 : ; 
At ee 
1 * . 
i { 7 : 
i in : r 4 > % La We : ; : As, ae ae va R 
uit ' Mj { aks et ae “ ha Silk ges + 5 
a 14 | ies 2 a Mean 
| i » AIS eo ‘Bark j fi 


’ Wa - * 


‘ ha 
et Ne ros =x 
yale Sai ste : 


‘ os j -12 .264- 
G. A. Mackenzie. : 


THE QOHATRMAN: That is 48 periectiy fain arounent. 


You go on and say that the consumer price dropped? 


MR. HELLMAN; Yes, I think they ultimately 
will. 
MR. FRAWIEY: Mr. Nolan will file just as 


Soon as he gets some other instructions from Toronto 

this list. 

MR. NOLAN: I have been asked by Mr. Frawley 
to get a statement from my principals as to the reasons 
for this reduction. I think we should await that 
statement before we assume that it is because of the 
PeauG elon an the freien: rapes, because there is no 
PequcviGiwin Une, tre lsh G rave Wet. 

THE CHATRMAN: We are now assuming anything, 
Mr. Nolan. f puso sald Mr: Helian's argument was a fair 
One. i) 18/8 Pair arezument Pounded on fact. 

MR. NOLAN: Nee weGuiGe 7 GINS: 

MR. COMMISSIONER LIPSETT: I thought the reduction in the 
freight rate nagdralrendy gone Into ytorce:. 

MR. NOLAN: Tiere Ss an ecreement envered 
into between these two named companies and the railway 
companies, which agreement must receive the approval 

of the Board of Transport Commissioners before it becomes 
errective . 

MR. FRAWLEY: Utes only Lair wo say there 
Will Pele lotler, end) there is already a movement on fooy 
to protest against the approval by the Transport Board 

of the new local freight rates by the Alberta Motor 
Trangport Association or some trucking agency. Quits. 


There are many strong representations to the Provincial 
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Departments now. 

MR. COMMISSIONSR LIPSETT: Was it the 15th of July they 
came aa 

MR. FRAWIEY: The 15th of august I think. 

But Mr. Halvorson, in anticipation of being suecessful 

in having hie new rates approved, has already prepared, 
and I have in my hand, the Imperial Oil Company's vosted 
tank waggon price. 

THE CHAIRMAN: Mr. Nolan does not accept that. 
He said the reduction of prices approved by the Imperial 
Oil may or may not be related to freigsht rate treductions. 
TTR. FRAWLEY: Yes, = must withdraw that. 
However that may be, the Imperial has prepared new posted 
tank waggon prices that I am only deferring filing so that 
Mr. Nolan may make a statement on the posted tank wagon 
price. 

THE CHaITRMAN : Is there anything more from 


Mr. MacKenzie? 


MR. FRAWLEY 3 No. 
MR. HELLMAN: We will be back Thursday 


morning and if there is anything further Commission 

Counsel want to ask, I wish he would let us have a note 
OLiAGt Sort will save time, 

MR. FRAWIY: L will try and keep that in mind 
among the many other things I have to remember. 

THE CHATIRMaN: Mr. Frawley has many thiags to 
keepin) mind. 

MR. FRAWLEY: Yes. The Mayland Company, 

The Gas & Of Products. was to be here at half past nine. 


Perhaps if we adjourn for a few minutes. 
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H. B. Serimgeour. 
THE CHAIRMAN: Yes, let us know. The Transport 
Board, did you say? 
MR. FRALEY: Yea, the Transport Board. 
MR. NOLAN: The Board of Transport Commissioners. 
MR. FRAWLEY: The Board of Transport Commissinners 
to Canada. 
MR. NOLAN: That is the old Board of Railway 


Commissioners under a new name. 

THE CHAIRMAN: The Board of Transport Commissioners 
to Canada? 

MR. NOLAN: wes, they exercise precisely the 
same power, I take it. 

THE CHAIRMAN: They were enlarged to cover air 
and trucks and so on. 

MR. NOLAN: Yes, but they are the same as the 
old Board of Railway Commissioners with these added powers. 
THE CHAIRMAN: Yes Welt, you will let us. know, 
Mr. Frawley? 

MR. FRAWLEY: CS) leer LAL is 


(At this time there was a short recess.) 


HENRY B. SCRIMGEOUR, recalled: 


BY MR. FRAWLEY: Now, Mr. Scrimgeour, it was the 
17th of May when you were here last and at that time we 
left your submission unfinished. at that time you saic 
you would undertake to ascertain for the Commission if 
you could’) the cost of 4 gallon of gasoline as against a 
gallon of some other productf 

VCS LenS So 


Probably you are prepared to go on and make such statement 
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H. B. Scrimgeour. 


as you can about that? 

I have four copies here of the statement that I prepared. 
L Wilde tevin ase Mr. Serimgcour produces a number of 
statements, can they all be described as in one phrase? 
Mr. Serimzeour? 

Yes, I am just wondering what we could call these. That 
Go J tread’ that? 

analysisyor Reyenue Account 2s: the first sheet, and 
Heconciliation of Inventories is the second. 

Would you cal! it this, "analysis of Revenue account", the 
schedules’ are all part of the same thing. 

"Analysis of Revenue account for the Year 1938 and 
Accompanying Schedules"? 

Yes. 


(DOCUMENTS IN QUESTION sR 
NOW MARKED EXHIBIT "537". } 


Now, you have something else? 
ANOTHEr Statement, wiieh T call’ the Price Structure for) 19se; 


(DOCUMENT IN QUESTION IS 
NOW MAPKED EXHIBIT "539". ) 


Now, if you will just explain in your own words what 

these statements are and what they are submitted to show? 
Cur company has already submitted, Mr. Chairman, an analysis 
gr Our revenue Gocountdivided uner,, I bBhink; three 
headings; Motor Fuels, Lubricating Oils and Greases, 

and at the request of the Commission I have mado a 

tsUrtner analysis of our motor fuels, which is Exhibit 

No. "567" submitted herewith. Under five headings. 

White Gasoline, Miracle and Ethyl, Oasing Head, Distillates 
and Naphtha. The first column of this Exhibit is the 


total already shown on the previous statements, and to the 
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H. B. Scrimgeour. 
right are the divisions under which I have divided up 
the costs of the different products, bringing down the 
net profit and the average sale price for those particular 
products. Should I go through, Mr. Frawley, on that, with 
each of the statements? 
TH CHATRMAN: Do you see any purpose in having 
that all read? 
MR. FRAWLEY: No, I see no purpose. 
THE CHAIRMAN: if there is anything special to 
ask about, all right. 
MR. FRAWLEY ; Mr. Cottle suggests you do no 
more wien make such references as will serve to brinz ong 
the points you want to make? 
All right. iD iyou remenver, Mew Chairman, my Last evadenece 
the question of distributing costs came up and I offered 
to submit to the Commission two wethods that are used in 
ordinary practice, one known as the sales realization 
method and the other was the by-products method. Attached 
is a schedule to this Exhibit----- 


THE CHATRMAN: That is very interesting. 


As tor how that is done. | Schedule B, if you will refer te ti. 


that is what we call the apportionment of costs umer the 
Saves rena Zatiom method. 

Yes? 

I can roughly run through and show how we have used that. 
Please... I: would like it explained. 

Our nioine ts manufactured for the year 1936 consisted of 
white gasoline, 4,852,993 gallons; Casing head, 1,088,216 
gallons; Distillates, 1,020,440 gallons,and naphtha, 


522,164 gallons. Taking the proportion in percentage means 
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H. B. Serimgeour. : 


that we recovered, 64.85% on white gasoline; 14.54 
casing Need, 15.04 on distillates end 6.97 on naphinea. 
Now, then, I took our selling price for those products 
and divided it by the gallonuge, whieh gives me the 
Sevyerevo se tine price on white gasoline of 10.25 canis; 
Casing nead was ©-09 cents; Distillates, 9.91 cents, 
and Naphtha 8.90 cents. Then I take the recoveries from 
toe flgtres and then I multiply the sélling prices ts 
the recoveries, which gives me a factor as shown in the 
fourth column prom ihe lett, called "Selling price 


Mei tiplbied by Recovery’, which gives me a proportionment 


S 


of the cost for white gasoline of 70.52%, Casing head, 


12.48%, Distillates, 10.42% and Naphtha 6.58%. Then our 
total costs in money 4s already submitted to the Commission 
Were 8OU6, 65.21 DO proportioning the costs accorains 
to wiese percentages, 1 arrived at the following figure. 
Woite gasoline, phe cost was 7.81160 cents per gallon: 
Casing head, the cost was 5.7704 cents per gallon, 
Histillatves, 5.1479 cents per gallon and Naphtha 6.8405 
Ben ts) per vallon. “and these Figures have been used in 

My schedule in order to arrive at the manufacturing costs 
Oo tie different products which aré analyzed in this 
particular statement. 

MR. COMMISSIONER LIPSETT; Those ecogts, I suppose, 
included depreciation but no return on capital at all? 

No return on capital, Mr. Commissioncr. But the regular 
aepreciation allowed by the Dominion Ineome Vax is tharged 
into manufacturing account. Now, turning back to the 


front page again, without going through the different 
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details, you will notice that this statement starts cff 

with the opening inventories of each of the products, 

the manufacturing costs as distributed according to this 
statement T have just referred to, and the amunt of: goods 
purchased. Then we deduct the inventories which brings 

us down to the cost of the goods sold and we take the 

selling price, which is Schedule C,and which gives us a 

gross profit on these particular items. Then below I 

have the different overhead expenses, administration and 
selling expense, which are itemized, and they in turn are pro- 
portioned over the different products according to, in some 
cases according to the gallonage that was sold at this 
particular point, and in other cases according to the exact 
Gnadvers Of My eDCOKSs in order tovdistribute it ever? tress 
different products. Which brings me down to the final 
[tfureo Wat Ci Ll tnhink we are’ all’ interested in.” On 

our white gasoline we made, of our total of 441,000.00, 

we only made $13,000.00 on white gasoline, equal to 

soUs4 cents or one-third of a cent per gallon: On our 
Miracle and Ethyl, which we did not manufacture but we 
purchased sand resold we’ made 7.8799 cents per gallon: 

One casing head we only made’ %0209 per gallon. On 
distillates we made a little more because the cost under 
the sales realization method is low, for two reasons. 

One is that the recovery is low and also that the selling 
price is much less than the other. Consequently, the 
factor T used is the lowest of all the prdiucts. Ye made 
2.8408 on arcana ta aeaind on naphtha -4165 cents. 

And these figures, ir. Commissioner, tie in with the balance 
sheet that Mr. Ireland already submitted. In other words, 


should I have erred in charging up to one product too much 
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Hs Bs oerimgzecur. 
of my cost then the other products will have got the benefit. 
The answer cannot deviate from this total of $41,000.00. 
That is using what we call the sales realization method, Now, 
Exhibit No. "588", 
MR. COMMISSIONER LIPSETT: What is the last liné on that 
mage 27 
Mieswest dane si iheve called that. Provit in Pereentase or 
pales. Most businesses figure out not so much per unit 
which ithey, make but what profit in percentage of their sales 
Go dhéey make. 50 . Ghought it would be interesting for 
ine, Commission to have that. In other words, of our total, 
of every dollar,-put it this way - of products that we 
FOMGe ed Ot Cents was prolit.. That is on the average, 
dividing it wunderwWitferent products, on our white gasoline 
CNV eCClasuwassprorit out of every cdoldier. Miracle 
andpELiel easoline, we made. 5.67 cents out of every dollar, 
Casing head, we only made: a quarter of a cent out of every 
dollbary.end,on Distillates we happened to make a little 
more. .-We made 28.65 cents on distillates, and 2.43 cents 
Oni nephbha. »i thought that would be interesting to, the 
Commission to see the percentages. 
THE CHATRMaAN: Cents. on every dollar of sales? 
Yes,that is what that figure represents. 
THE CHATRMAN: Veg 
Min Grmaviwiareler TO Ki DiteNo. 7550, the smaiber one, 
and take the second sheet,of it, I have there our manufacturin; 
cost for white gasoline only, which is our main product 
costeu under what is known as the by-products method. I can 
run through and just show roughly how I arrived at these 


figures. "“e start off with our opening inventory, with 
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H. B. Serimgeour. 


our amount manufactured, and our amount purchased, and 
then we deduct the inventory in order to arrive at the 
cost of the goods sold during the year, because the cost 
of the goods sold is not the same as the cost of the 

goois manufactured. Your opening and closing inventories 
have to bé adjusted in order to arrive at that figure. 

I deduct from that the by-products which we soli amd down 
betcw we have a list of the by-products, totalling 

GST T se OO ens t take the value of those by-products, which 
we sold, and deduct that from the total costs, which makes 
me sure ol the ney cost for our main products, which cam 
to $247,787.51, and jiividing that by the number of gallons 
gives me a cost price of 5.7088 cents per gallon. Now, 

if reconcile Lien, a ou notice, at the bottom, with the 
Stssemenl already Submitted, Exhibit No. "547". ab the 
bottom of the sheet I show the cost of the goods sold as 
arrived at by the by-product method, the anount of sales, 
the difference there being the gross profit and the amount 
of expenses as shown on the previous statement, which 
brings me back to my $41,000.00, which ties in with the 
other statement. And with these two Exhibits I think 
that ts alu Lnevye tO subinit.) .f will be elad to anewor 
any Questions 21 1 Gan in connection with tnat. 

THE CHAIRMAN: Do you have any jobbers selling 
your products? 

Yes, Sir. We have, I think most of the jobbers in the 
Province "Are “Cn our customers, List. 

Under contract or just buving as they may require it? 


As they may require it. There are verbal arrangements 
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entered into between us and them. 

But they are not tied up? 

They are not tied’un by a written contract. 

THE CilalRMAN : Mr. Jones speaks on marketing, 
doéan't het 

MR. FRAG Y: Yes. 

Just to follow up what the Chairman was asking you, to 
265 1% On the record, am ahalysis of your sales for tax 
purposes last year showed that you sold, as you say, to 
quite a few veople. ‘You sold a small amount to Canedian 
Uli Companies Timiped, 48,980 gallons. ‘That’ would be 
sold tax free, of course? 

Yeas. 


Mat would Be some ord siructure sasoline probably, weuld 


Piers Ovi ole ard to remember, Mr. Frawley. 

Great West Distributors bought 682,269 gallons. in the 
Case Of the Great Vest Distributors buying from you, 

WOULG that DehUust Somctnings to Till in His reqwireme nts 
from time to time? 

No, 1 think that is----- 

penis Uacer contract to the &. a.7 

NOw sneylis a very darce portion of his total sales, I tiie: 
WhEDAWOULO whem es Well, to, his total sales were qlose 
fO Jo mi dione wed l over 4 :mililons? 

and what was our amount? 

Just 682,269 gallons. 

Yes, probably that particular year we did not supply quite 
so much. 


associated Jotbers in Edmonton bought 405,342 sallons? 
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iH. B. Serimgeour. 
Yes, that, would be correct. 
They are 4 regular sustomer of yours? 
Yes, they are really a subsidiary company. We have since 
bought them out. 
You have since bought them out. tI need not go through 
ali these customers, of course, If Mr. Jones can speak 
as to the prices charzed these people’? 
Yes, he can answer that much better than I could. 
Now, with regard to this financial statement----- 
MR. COTTER: Mr. Serimgeour, summarizing 
what you have said concerning your two methods of arriving 
at COStS.,, Mxhnibit "538" the first page, summarizes the 
difference in result between the by-product method and 
the sales rcalizawionu, method, docs it not? 
Meo. Cae eke, Cale. imatd not bring that tot tie 
attention of the Commission. 
The first column on the first page of Exhibit "538" shows 
the final result of costing white gasoline on the by- 
product method, whereas the second column shows the result 
Bivou Ou exhibit. oo Of costing all products on ‘the 
sales realization method? 
Yes. 
Would It. De Tap tO say Theat wie nel dirierence between 
the two methods is that on the by-product PETUNOO ale 
the profit is deemed to have been realized from the 
sale of white gasoline? 
That is aorreoh. 
And that the cost of all the products manufactured and 
sold is exactly equivalent to what you got for the products? 


Mee uw tS the wexeoth fieure. 


PES, 8 


ee 


i + ite yd rr 
a : Aad tis Mi: 


’ the" aise ae ef iv Fs 


: 


Pea seagie 


Nh ae 
aie s pees 


t < “h at a” 


s ou re em 56 
artae) 3 ace, tj ie eh, » Bees ae er , 
a } wee 


pias 


‘8h ha 


Loy 
1é 


Le 


A 


le 278s 


H. B. Scrimgeour. 


Whereas the sales realization method summarized on Exhibit 
Sov" resulns 10 apportioning the total or ofit among all 
of the products? 

Tesee thal 26) soe, ne other words, the by-product. metnod 
assumes that we made nu profit on anything but white 
gasoline, Thiet our distillate and naphtha and our casing 
head was simply sold at cost price and that we made no 
mrolit on it., which I think iS-an incorrect. assumption 
because we feel sure that we did make a profit on those 
particular items. 

THE CHATRMAN : You say those are the only two 
known methods of approach? 

Weekes 

Of which you approve? 

Les, Of which [ am aware. 

And of the two you think the sales realization method is 
the more accurate? 

MeCegenew. Savin practice , Gir, that we Wo not cos tyeacn 
PnOiIMMOU Sd Orecuet each. month. it take.our average cost 

Of manufacturing and I take our average cost of selling 
and 1] take our overhead expenses and by putting them 
together I ean tell at. a glnncee whether we have made a 
profit or a loss without trying to distribute it over 
ditfereny, groduc-is. Alter all awe are not interested 

in whether we made more money on this or that particular 
product because we cannot change the proportion of 

POCOVER Ys if we made more profit, Let me say, on 
distillates, we could not change our methods to make all 
diaviitates: lInvother words, our. recovery is more or legs 


Bixee Gr. and ~-< submit that the sales realization method 
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Te be oOCrime@eour. 
is the fairest way of arbitrarily apportioning the cost 
OL ret ining s 
MR. FRANLBY : Tat LS e240 Tir. Chairman, 
There was nothing else Mr. Scrimgeour was to do for us 


and I think there cannot be any further examination of 


him at this time. 


THE CHATREMAN: Is llr. Mayland coming back or 
not? 

MR. FRAWDAV: There was no plan---- 

TS CHA TRMAN : Does Mr. pcrimgcour speak as 


TO sachemMaypers as Field price’ and <0 on? 
MR. FRAWLLY: Oh, no. We might ask him 


something about that. 


THE CHATRITAN: After all, here is a well kadéwn 
refinery. Ne pursued this at great length with the two 


major commanies and I want to hear the view of Gas & Oil 
ProGucts. 

MR. FRAWLEY: AS Mr.-Nolan said, Mr. Mayland 
did give some answer about that. 

THE CHAIRMAN: ir. Mayland said the producers 
Wot tsomarighe ti ytney sot o1.0008 barrel, bute Dodo 
UOVreee al) Vieicmbering upon a)discussion of the @reid 
GoLcCepmecerieve Pe did. it is so lone since he did, and 

I have not the note-book that covers his evidence up here, 
Well, at any rate, it would be an interesting th.ng to 
Know wheag mr. eerimecour has to saéy. If Mr. s‘ayland has 
not spoken about these other matters he should be called 
again, 

MR. FRAWIEY: Dhak iba 259") thet won sta hed 


when you were here before, that is your manufacturing 
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account for 1938, it shows the cost of the products 
consumed? 

Yes. 

Exhibit "259", and you show the total cost of crude and 
naphtha consumed was “267,059.67, and the averase per 
sfl.i0n of 3.5685 cents, 1938. And you also show the 
SVergee per (gelilon in 1987? 

Por the oreyvioug year. 

2.4856 cents. Now, where do you get that figure of 
G267,059.677 

That is the actual cost to us of crude purchased for the 
Tec Teri. 

Now, that snows the enst of what you bought from producers? 
tes. 

Poa p20 you cay the field pvrice? 

Nees, Bo ee 6 the wield srice. In some cases we paid a 
small bonus for a particular naphtha from a varticular well. 
Pit weoeLeld Trice a think | am correéet snjsay ine 
practical'ty all the way through. 

The posted field orice? 

Loot uubeueoeted Tield price, 


The field price posted by the Imperial ? 


LES. 
THE CATR AMAN s DO yOu COncern yourcelves 


with how that is arrived at? 
Welt er poular job, Sir, no. I gét-the Lavoiges, 
oceans 22 1 ind the quantity 1s corréed and the 


puaceocorrer , ac fur as my department is concerned 1am 


through. 
MR. FRA Gy: We had better analyze that a 


iy ee 
Pe Fs Be ane et | 
is Ns LoS ete a P 


bs 


eau” 23 sgh 
Le ee 


peapasom pidgen ia z 


_pbaoo Pee 03 A) Od Le 


BS 1 a 


pants Ove 


auld, “a 


+ 


erent i 
i 


Mee Ny 


bay 4) ele is ar 


15 


A 


A 


—ie 27o= 
H. B. serimeeour. 
little more closely. Do you purchase direct from the 
producing companies or through an intermediate company? 
We purchase for office routine through an intermediate 
company. 
That is called what? 
Called the Us 2. Oil Company. 
is that purely Tor office routine. If it was for something 


more material there would be nothing wrong about it. 


is it for the ynurpose of showing the profit that the 


intermediate company made? 

Peievesnever isd access to the records of the U. Ps Company 
and I cannot answer that question, ir. Frawley. But 

from my end of it I know it is done for office record 
purposes in the payment of royalties, sales tax, accounting 
POmrlewecy ernment; tand all ‘these things. If all thece 
different companies were selling to Gas & 0il Products 

it would mean quite an organizgatinn to keep track of it, 
Whereas One eompeany purchasing and reselling to the refinery 
Pncwcle wi nvVOlce wi Or my total runs for the month, sndivou 
get your invoice, that is Gas & Oil Products----- 

TH CHAIRMAN: What is the name of the company? 
MR. FRAWIEY: The Us PP. Oil Company Limiieds 


Dies DOC Limited. 


THE CHAIRMAN: Lt is not a limi ted companyy 
MR. FRAWLBY: — No, it is not a limited company. 
It is a partnership. CVA ete 


Yes, Boots aypartnership. 
I will ask you something about that in a moment. Your 
company gets its invoices from the U. P. Company? 


Promy tee 0. ee Vompany, yes. 
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H. B. Scerimgeour. 


And these are always shown to you, invoices at the nosted 
Tieid price? 

At the posted field price. 

Whether or not the U. P. Oil Company pays thé posted field 
price you are got in a position to know? 

I am not in a position to answer. 

Who keeps the records of that company, “ir. Kemp? 

Mr. Kemp. 

Mr. Kemp is the Secretary of that company? 

X6s% 

and keeps such records as are kept, he keeps them himself? 
ween 

You do not know then even from whom, apart from the price 
Mr. Kemp's company pays, vou do not know from whom he 
purchases? 

No, except office knowledge. 

That is what you hear? 

mess 

i think we had better have Mr. Kemp. You say then, as far 
as you are @oncerned, your laid in cost of crude is just 
the same, let us say, as the Imperial Oil Company's. 

We have had theirs and theirs is just the posted field 
price? 

ets 

Now, in your case that is the posted field price plus what 
additional charges? 

No additional charges. 

How about transportation? 

The crude lines are all laid in and the crude lines are all 


paid for by Gas & Oil Products... 
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-12 ,280- 
Hy B. ocrimgeour. 
Then that means that you are buying only from certain 
wells which have direct connection with your refinery? 
neg. 
So that you do not use, certainly insofar as at this time, 
at the time these figures were sade up, you did not use 


the Royalite Company's pipe line? 


So that there is no transportation charge shown as such? 
No. 

You say you simply get the invoices at the posted field 
price? 

Yes. 

There must be some carriage. What happens to such carriage 
as there is. Who pays for that? 

Well, we paid for the cost of the crude lines. We are 
paying the wages of the men who are guaging. 

Oh, is that shown in your manufacturing cost? 


That is shown in our manufacturing cost. 


(Page 12,281 follows.) 
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And is the amount of capital, is the amortization of 
the capital invested in these crude lines shown in 
the manufacturing, costs? 

Shown in the manufacturing costs, 

It is included, Mr, Cottle calls my attention to it, 
in Exhibit "259", it is included in the operating 
expense item, wages and salaries, repairs and upkeep? 
Leo. 

Lt 1s ell in there? 

Yes. 

Pie Genccce pela tVelLdvexponse Ticm. 1 Suppose would de 
wholly,and depreciation of 84,909, in 1938---- 

All included in the manufacturing cost. 

THE CHAIRMAN: Peay wart Cf! your “duty. 
to see that the orice charged you by the U. P. Oil 
Company for the raw products is in line with the posted 
field price? 

Oh yes, that is checked absolutely every month, 

MR. FRAWLEY: DO, LOO was thers 2s 

Oil Company is not charging you any more than the field 
price, you accept the invoices and pay them? 

Yes, and the opposite, if it istany Less I have, to 
correct it. 

You would not be able to explore very far the pro- 
Debovy OL the field price? 

No, it is outside of my scope entirely. 


THT CEATRMAN: Who in your comoany would 
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be able to speak as to field price? 

A I think Mr. Jones could give you some interesting in-~ 
formation. He has ea been consulted in connect- 
ion with most of the deals which we have made, 

Q, MR. FRAWLEY: And Mr, Kemp? 

A. And Mr. Temp : 


2 And Mr, Mayland? 


A And Mr, Mayland, 


a, MAJOR LIPSETT: Do you have to pay any- 
Riley xtra, Over tie Tleid price that the U. P. 021 
Company pay for some of these special crudes? 

A Yeo MisAmentsonstpats yustenow.Pl will give you an 
Sxacty exemple, the siylo Oil have a naphtha that 
suits our requirements and we give them a small bonus 
on that but that is purchased direct by the Gas and 
Oll Products from the ifylo. It is only a small gquan- 
tity. 

Q On the other hand if there happens to be any distress 
Cilvor eb wriaunonon tae Ul, OLL can buy at Less 
then the field wrice: you do not get the benerit of 
that? 

A No, we would simply pay the field price, 

Q The U., P,. Oil would get that? 

A I presume they would sot that difference. 

4) Have you any figures at all about instances where they 


buy jany olll at iless? 


A No, it would not be my department. I would not know 
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B, Scrimgeour 


about that at all, 
That would have to come from the U, P, 0il Company? 


a a 
1 


Yespitir., ‘Kemp-or Mr. Mayland, 

MR. FRAWLEY: Is your company still 
buying your,oil from*the U. 2, Oil Comsany? 

Yes, Tight” av this moment, 

mynd you are,” the oil’is still coming by means of crude 
dines which the Gas and Oil Products laid and paid for? 
Mes. 

Well do you not contemplate in your 1939 »vrogram to be 
using the Royalite oiveline? 

Nee, ewe Uavc, clrcady used the Royalite Oil, 

Well to what extent and how? 

Well thatj-as I say, is the U. P. transaction again 
and it is only office information that I just haopvened 
Gow wer ip 

There is an application, your company made an appli- 
cation to the Board of Public Utility Commissioners, 
tals yeoeriwwill be interested in Unis, bo, have a 
separate charge fixed by the Public Utilities Board 
for trunk line transportation alone, eliminating, on 
the proposition that your cumpany does not require the 
gathering part of the Royalite system and they seek to 
escape a portion of the 9% cents? 

IOUS. 

MAJOR DLPSETT: You do not get any oil 
from the Royalite system for your own camp in Turner 
Valley? 


Yes, we have a little, l forget, which month. it wis = 
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W. H, Jones 
H, B. Scrimgeour 
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Mr, Jones can advise me which month, 


MR, JONES: way and June, 


So 


Q MAJOR LIPSETT: row is that taken to 
your plant? 

A How is that, your question, 

Q How is that Royalite oil delivered at your plant in 
Turner Valley? 

A MR. JONES: Through our own plant, 
“ITNESS : | You will have to ask Mr, 
Jones, iam not familiar, Mr. Commissioner, with a lot 
of the field operations, My time is pretty well taken 
up without going inte a lot of those, 

MR. FRAWLEY: Thank you, Mr. scrimseour 
CeO. Wall cali Mer. Jones. 

Q THE CHATRMAN: What is the name vf that 

subsidiary? 


A AMat cg Ue ane 


2, No, the one you took over? 

A Associated Distributors, Limited. 
MR. FRAWLEY: ; Cf Edmonton, 

WALTER FE. JONES, having 

been first duly sworn, examined by Mr, Frawley, said: 

Q Mr, Jones, you are the Sales Manager of Gas and Oil 
Preaucts, Limited’? 

A That is correct, Mr. Frawley. 

Q Your company operates a refinery and marketing business 


in petroleum products in the Province of Alberta and 


Saskatchewan? 


A That. 2s correct. 
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Now I would like you to make any general statement of 
your own kind you care to make and then answer some 
duestions for me? 
Mr, Commissionerg I have not had very much time to pre- 
pare any brief but I have made a few notes and will 
ceive you that and then if there are any questions I will 
answer for Mr. frawley or yourselves, I will. be. very 
STOOL Oe sb S 

Our company commenced re- 
rining in Turner Valley in the early part of November, 
1934, At that time we had no set-un whatsocver. As a 
matter of fact I was not with the company at that time, 
t Ooi ater ti wrthitoem until Auzust of 1955. butvat 


that time we then had six owned outlets of our own, 


Since that time and to-date we now have apvroximately 25 


very similar outlets. ‘We commonly call them combination 
wholesale sand retail service stations. 

Now at the time our company 
commenced marketing gasoline prices were much higher than 
they are today and I believe that at the time Mr, lay- 
land's company came into being they were instrumental in 
Dringine epouv ayreduction pi; 1 believe, 35. cents per 
Baa on third structure easoline in the City of 
Calgary and since that particular time prices have grad- 
ually zone down, 

Now there has been a lot 
said about the jobber business by the former witnesses, 
My opinion in regard to jobber business is that we 
should have it or in other words have the jobbers, as 


I feel that these are the only accounts that can be in- 
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6 
strumental in keeping the major oil companies in their 


place insofar as prices are concerned, I do not think--- 


Q THE CHATRMAN : Do you think that the job- 
bers that are tied up by contract with the major companies 
serve to assist to that end? 

A Well I would not say particularly the jobbers tied up by 


the major oil companies, I believe that any jobber bus- 
iness, whether it is tied up or not, should exist because 
after all they are the ones that more or less keep the 
major oil companies in their place so far as prices are 
concerned, 


Let us say that the Imperial, when we are sveaking of 


5@) 


major companies, has five jobbers, tied to them for a 
Veer ~lOW GO, they Keep the imperial. in ne during that 
year; they cannot go and buy from you? 
A Well no, that is why I mentioned to you, I would say 
jobbers outside of those are under contract as well 
would be included but when you refer to those five job- 
bers are you referring to. companies like the North Star, 
The Canadian, the Union and so on. 
Yes, any one you like, I say how are the mmajor companies 
kept in line by jobbers that are bound to buy all their 


products av the vrices provided for in the contract? 


A Well I would not classify those companies as jobbers, 

Q No? 

A I would classify them more or less as dummy set-ups. 

Q They are just marketing agencies for the major companies? 
A Thatele icy probably to” keep other companies out or dif- 


ferent ones into line. 


Q You say that the true jobber is one who is free to buy 
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That is it. I would say companies ike, Well the 

Great West Distributors or the Artic Oil, where they 
are absolutely independent jobbers landling their 

own affairs and not dictated to or following the volicy 
or the major oll companits. 

MR. NOLAN: Mr, Chairman, it has 

been suggested to me by Commission Counsel that it 


sh 
should be ascertained what is the contractual relation- 
ship, if any, between the Imperial Oil and these 
people Who @ctl as joovers Icr 10, whether it ison 4 
contractual basis at all and if so what are the terms 
of the contract, I am not talking about the Maple 
Mee JeCN any) teat ASvin ye cirrerent position, ana iL 
have no memory at the moment about what the North Star 
Said as to 1ts reiavionship with the imperial ULL, i 
was trying to think whether Mr, Clayton had told us 
whether or not----- 
THE CUATRMMAN : Unforsunately I have 
changed my note book. I finished the last one and I 
have not zot it here, 
MR. FRAWLEY: NO, oUt Mr. Gel verson an 


Exhibit "316", where he dealt separately with jobbers, 


"Most of the jobbers that purchase from us in 
tAiberta ourchase from us elsewhere in Canada 
tand we have to keep this in mind in making 
"quotations, Prices to jobbers are established 
"hy letter from the refinery sales department 


‘tond are subject to change at any time, with the 
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"exception that supply arrangements with McColl- 
"Frontenac Oil Company are covered by contract 
“which runs to June 30th, 1939, Buying in volume 
"as thoy do, jobbers are likely to make other ar- 
‘rangements if our prices are not satisfactory." 
THE CHATRMAN: Which would indicate that 
they are not tied. 
MR. FRANLEY: Yes, it would indicate they 
were not tied by contract, 
THE CHATRMAN: Yeso. Mr. Nolenywitwaien: 
be of interest if you cuvuld get that information if it 
has not already been given. 
MR. NOLAN: Yes, certainly 1 would ve 
Slag ibeiseu iteend 1f Ab is given, Ido not think at eve 
Sivensin sucha form that it Tixes it in my memory an 


any event, 


THE CHATRMAN: No, it is not in my mind 
either, 
MR, FRAWLEY: LE think it would be weliwie 


have a separate statement on that point, Mr, Nolan, 
MR. NOLAL: Yes. 

THE CiA TIRMAN s Do you think it would be 
possible to get it, Mr. Nolan, so that we would have 
it before we rise. 

MR. NOLAN: Oh certainly, I mean I 
will get it by telegram or air mail. JI can have it on 
Monday morning, 

MR. FRAWLEY: Yes, on Monday morning, 


THE CHATRMAN: It might be something that 


e 


Sreamarndgt™ - 8 


a8 be ie Hs, 7 f byes woot ert cs a ee nena 


i . ; : : an 
a, : o - ty iy 7 
* ; f eae hares eas ii PO 0 i en Bea fg ta? a ; 
cs EN MRP re) BOP UB a ae pares a ; 
ie, te 1 : 

; oI 

Eat ed: ig * wart ty Thee oo eee , 
e. OD Mal a eee eer Orn,» eooar. AF: Be 


A i ty errs 
AS SOM eee js 
y ; 
Z 7 1 
* 3 ~ a A 
se 4 f = 4 Oey 1 A P ’ ta 7:9 <P igs rey 
* f Y : . r=) A 3 U Bed A - 
P Ps ie file H a ua 2 . Pye nn ai mon th 
' Hs F Pc. ony 
i 1 
i 1 
a . 
7 
i 1 
Erie, oF } Pe ess Va Qi } 7 "S . 
ats 3 oy 3 ‘ F 
| 
——, 
iv Dae ms ere, ! 
n we? rm. J 3 
’ 
: ~ Wit a " ' 
ae ; ota ‘ 7 . 
: e ae 21 ae ; 4 > : 
Her, r 4 mn oe mae aT ee ee: #, ie WS aN mt ob hee : 
vi eget : : , 
7 
, 
Hi . 
f : 7 5 sia ae ' 
me Pr ae > Steep pe aheue i 1 raed “ 3 ’ 1 ey i , 
Die tity Oke Cah Ee ee DRE i, od rt FE 4 p ot ke ANS me Sf 233 ~: : 
eA sale ON ele Hyas Fe. ; 
: ae . Pare : 
aon . ep Pee eee 4 et aig ears is 
ep wes hes : * A 4 NE QP Aled - 
’ 
haa ee Sri - 
+4 lies ar - * 
vs ; 
Sig . = = 
Ae h a ' fie Pia cs mse a 4 
ry of j e Gg * i‘ ee i Le ee tty BER? " me ; so 
+ 7 , ‘ 
pi r F 
=) 
. « a era ee ee i . 
Oc ee : oe ay eee ; as ms 
aes ae. :) F uae £5 ta Oe if 
ae ~ ] 
: : 
i 
: ' , 
t 
4 “ 
y ud : 
x cay: pe ae b= \ a es " 
D541 yi ' . ; - x Sr Py -ab pets ray 
| oa at : ‘ : 55 We Tega AS wits i eae 4 5 
} 1 Sige « ~ %, 
ve : 
ok 7 h 
‘ i} jc. % 
me f hl t . 
re ie Eh. = : 
& ' { 
Ais r : 
77 Ue ' 
a ; J oe bess Sin + reer =s 4 
dp fieaw tet Dede 2 : ay eo A ee hath + eS 
u F u i, PE oy é ‘ ae eg, z, . ae ane ara We a Tae 


‘* cf r | i) aes ‘a ls ip * 
b are! wy. it yh wi 5h oi iets AF Pees ret 7 Rae ee: Bi % By “EF Ss as 


& 


a5: 


PPE taka tise Fa a ae A, CHM id 
bahay a me inf, miei 7 


: | in? 


anges tir Bitar cts Were a eget 


We De donee 


C2 - 124289 - 


we, as Commissioners; might be thinking about when the 
public hearing was not being had and if it could be 
zotten in time for that-~-- 

MR. NOLAN: Yes, I will send.a tele- 


gram right away sir, today. 


THE CHATRVAN: Dias Grows 

2 MR. FRANLEY: Yes? 

A Now going back to our uwn different methods, we handle 
all of our goods from Turner Valley---- 

o) A oan Mr, <sOnES, berore you pase 
irom the jobbers, your views are interesting, Now you 
say an independent jobber such as the Macwenzie Company 
and the Artic O116, vou can see where they serve a useful 
yurpose in keeping the major companies in line? 

A Rees 

*) PT supveseiyouwmsan coat they are free to buy where they 
like anc they will Duy from the independents so long as 
they can get as good or a better product from them? 

A Yes. 

2 Did you ever know of them, of the jobber, effecting the 
price to the benefit of the public; granting your sugzest- 
ion that they serve a useful purpose as vetween re- 
fineries, have you ever known of them bringing down the 
price tO thie vublic by any of their activities? 

A Oh yes, I nave seen that insofar as retail orices go, 
You have that right in town today, 

a) Tell me about it please? 

A Well in the case of the third structure gasoline we see 


where some have a orice of 245 cents. I can take you 


to another pump in town where you can buy it for 23 cents. 


‘ 


‘ 
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10 
Q, MR, FRAWLEY: Toll Us gone Deut sai. 


what are the products? 


A Third structure, Mr, Frawley. 
2 Well are they exactly the same? 
A Well°l mean it is classified as the third structure, 


6 


Tiwould not say it is exactly the same,- I do not think 


thereris any one refining company that makes a product 
to tnat specification but nevertheless it is classified 


4 


as the third structure prouuct, 


PUB) 


THE CILATRMAN: what vart does the jobber 
play intthaty the difference in price to which you! point? 
A well he would play this oart, he might sell to that 
particular consumer of gasoline at a price lower than the 
major oil companies were selling at, 


MAJOR LEPosTrl: Is) that) thirdsstructure 


ey 
eo 


quitela fair example’ to sive,; is that) not. ay competition 
Civweevuvo retanertes, yourselves, and the Lion) Oris, 
as distinct from any competition that comes fram job- 
bers‘ 

A Well third.structure is really) one of the oroducts. £ 
tool: because I do not think the spread allowed by the 
major oil companies to the jobbers on the products 
would justify making very much of a cut by the jobber 
to the dealer, but speaking of that I am only speak- 
ing from our own spread, I do not know what other 
spreads other companies receive. 


THE CYATRMAN: Wherein does the job- 


oe) 


per play a part in reducing the price to the public, 
tHpate tevwhab miwant to cet at, Perhaps he is and if 


poet weno to hear about it, Perhaps ne plays a very 
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fica 
important part, let us hear all you can Say, you say 
they are a good thing, jobbers, so tell us everything 


you can abuut them? 


MR. FRAWLEY: You are a jobber your- 
self? 
WITNESS : Mr, Commissioner, the 


te 


way it is arrived at is this, the major oil companies, 
as you know have been in existence for quite a long 
time in this Province and most of the dealer business 
which there might be is sewn up in some way by then, 
therefore the only way that an independent can go in, 
get Misvrest in or get that business is by offering 
Some inducements. He has to do it to get in there, 
That inducement that the independent offers nine times 


out of ten is passed on to the ultimate consumer, 


© 


You are spealkins of the independent producer, refiner 
i 5 Bs b] 


ur what? 
A Well yes, you have to say the independent refiner. 
Q The independent refiner, all right? 
A But if he sells to the independent jobber, if he sells 


to the independent jobber the jobber has the same op- 


portunity to go out and do the same thing, 


Q, That is to say you say the independent refiner may sell 
to the jnbber at prices lower than the major companies 
put out? 

A Yes. 

Q And he in turn can place it on the market because of 


that at a lower orice than the retail price of the 
major companies? 


A Yes, 
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Well can you tell us when that ever was done? 
I might be able to do that if I went back to some of 


my records. I have not the records right here at the 


oyresent time. 

MR. FRAWLEY; Yes, that is what we 
would like, Mr. Jones, just specify where the jobber 
purchases rrom the independent refiner as you say at 
cheaper prices and has established lower dealer prices 


which in turn have been passed on to the consumer? 


THE CHATRMAN: YeS. 
ME. .PRAWLEY : We would like all the 


information you can gather up about that, what dates 
Bu ines, On vorouuctSs and so Onwand companies, 1 

would very much like to have that; but let me say this 
im passing,.it. only applies to the third structure 
gasoline and distillate, does it not? 

Yes, it would, Mr, Frawley, because that is the only 
product at the »nresent time that we manufacture and 
that we would be able to do anything like that on. 

And the same for Gas and Oil ©roducts, I mean the same 
for the Lion Oil Company and Beckers, or any other re- 
finery? 

I would assume that, 

Because he is not making standard gasoline, with the 
excepvtiun of what the Becker Company is now making, 
and that is being analyzed? 


THE CEATIRMAN: Where does. the: Gas and Oil 
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Products buy their standard gasoline? 

“well we were buying from the Texas Company. I think 
you will notice in the »orevious evidence that was 
submitted that we advroached the Imperial Oil Company 
or Mr. Mayland wrote to the Imperial Oil Company, Mr. 
Lesueur I believe and we received a letter back from 
Mr, ooucur' ss secretary advising us: that it savas: not 
possibile for whem to quote us. on Ethyl cr "3")brand 
gasoline; our next move then was tm approach the 

Texas Company, a thing we did not wish to do in view 
or the large amount of crude we had in the Province 
but we went to the Texas Company and were able to make 
a deal with them; after that deal nad been in existence 
three or four months, I might mention that I had been 
talking to Mr, “Yallace of the Manle Leaf Petroleum and 


he said at the time we were making the deal with the 


Texas Comoany that he would like to quote us but he 
had not sufficient spread at that time to offer us 


any Drice, so it was just dropped and as I say we hook- 


ed up with the Texas Comoany but I believe it was in 
Ausust of last year that I happened to be talking with 
Mr, Wallace again and I asked him if he would be able 


Tomueve even ctiyl snd "O°" brand casoline and le 


Soide  Liwillwsee what I oan do"... Shortly after that 


we zot together, talked things over and we were able 


to make a deal that was better than the one we had with 
the Texas comoany, with the result that we are at 
pregent buying from the Maplesleat. 

Ripa Bier Ley ¢ You are buying your 


Ethyl and "3" brand at what margin under tanx wagson? 
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A From the Maple Leaf, Mr, frawley? 

2 From the Maple Leaf, yes? 

A I believe that information is attached to my other 
papers but if my memory serves me right, the 9” 
brand is 53 cents and the Ethyl is 65 cents under 
the posted tank wasgon price, not today's tank wag- 
gon price, the new prices, but at that time, 

Q Ss cents you say? 

A No,/53 cents for "2" brand and 64 cents on Bthyl. 

Q THE. CRATRM AN: Under? 

A Under the Imperial O11 Company's posted tank wazgon 
price, 

a) MR, PRA YLEY: Let me understand, 
Exhibit "316", which is the Imperial's price to Maple 
Leaf, shows, which would be operative at the time 
you speak of, what time was that? 

A Ausust 1938 if my memory serves me right. 

Q Well---- 

A Let me be right about that, Mr. Frawley, it was in 
August 1938 that it was discussed but I do not 
think we started takins coods from them until the 
early part of November. | 

9 MR. FRAWLEY: ALL richt, now Mr. 


Palverson's evideace is that during the year 1938 he 
Sold the Maple Leaf "3" gasoline at 6 cents under 
pusted tank waggon price at destination and othyl 
gasoline at a cent and a half above "3", now that 
fe wiat the Imperial sell to Maple Leaf at, and you 
sty the Maple Leaf began selling to you in what 


month? 
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November I believe, 

November of 1938? 

Yes. 

Ate--- 

5s cents under tank waggon on "9" and 6% cents on 
Ethyl, which would leave them according to your 
fieureas Soreadorwilye and’). 

A sonead lor 1/2 elcenut ion "9" easoline and 4 cent on 
Ethyl gasoline? 

Yes. Now is that right on athyl, Mr, Secrimgeour, 1 
left my price book at the office. 

MR. SBRRIMGEOUR: I can give you the 
prices but I cannot give you how much itis under 
anybody else? 

6s cents is right. 

MR. SCRIMGEOUR: I will give you the 
exact price, 

MR, FRAWLEY: What. did you pay the 


Maple Lear at Calgary for "23" brand and then we can 


tell you, 


MR, SCRIMGEOUR: 11 cents and 124 for 
ithyl, 
MR. FRALEY: 11 cents, that is 53 cent 


11 cents will be 54 cents under 165 and what for Ethyl? 
les cents for Bthyl, that is 62. 

The Maple Leaf, Mr. Cottle then calls my attention to 

the fact that the Maple Leaf would appear to get a half 
a cent soread on each gallon if they sell to you, both 

of the leaded products? 


Yee, 1 believe you 'saidia cent -and a Half a cent for 
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"Q" that they paid, 

That they pay? 

Yes, that is a half a cent in each instance, 

Now you then are a jobber insofar as these standard 
gasolines are concerned, up until now, you buy from 
Maple Leaf and sell to the public? 

Yes, you can classify us as that. 

And you have maintained the Imperial Oil structure 
throvghout on those gasolines? 

Yes, we have adopted tneir tank waggon prices at our 
different points. 

THE CHAIRMAN: why, Il de not understnad, 
you say you could not buy frcm the Imperial but you 
succeeded in buying frum the Maple Leaf 
Yes. 

And by their handling they got what? 

A half a cent a gallon, 

MR. FRAWLEY: Maple Leaf sot a half a 
cent a gallon? 

THE CHATRIIAN: Yes, do you know why you 
were unable to buy from the Imperial, while you were 
able to buy from the Imperial's wholly .wned subsidiary? 
MR. FRAWLEY: I have some correspondence 
which I thought at one time we might put in, vperhaps 

I should put in one letter from the company, from the 
Mayland Company to the Imperial and the Imoerial's 
answer. Mr, Jones has stated that he was unable to buy. 
IT have no desire to put the letters into the record, 
thet is. the etrect, of it, bub perhans, J should, not talk 


about them unless they are in, 
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THE CHATRMAN: Very well, 
MR. FRAWLEY: is, this a copy of the 


letter that Mr, Mayland wrote to the Imperial Oil 
Company asking LOT quotations on leaded sasoline? 
That is, Mr. Frawley, 
It.is dated the 22nd of March and I presume there is no 
point in having Mr. Nolan produce the original? 
THE CHATRMAN;: Oh no, so long as Mr. 
Nolan is content that the copy can be used, 
MR. NOLAN: It can be marked, 
(COPY LETTER WANE end, 
1938, PRODUCED HERE 
MaRKHD AS WAHIBIT "559*). 
THE CHATRMAN: That is a. letter from 


Mayland to LeSueur? 


9) 


MR, PRAWLEY: | Tt is 2 Letter froma, 
Hevyien0 to Mr > Rk. VV, Lesueur @nd may 1 put the answer 
Livres andethen 1 will read” both of them; is that 

the letter Mr. Mayland received in answer to his let- 
Ler? 

RES) OL ULS'. 

Mr, Jones produces original letter which they received 


Leryn. 


(LTR RODUCED DATED ARI 
z ade ae 19 my 38, i pas a MARIED 
Cas “TB eek m5AQ" i 


EL tr ALCAN s LSC a rep rom nr. 
LeSueur? 
MR. PRALEY: No, Lb 1S, e'Peply On aie 


letter head of John McNeil, Vice »residenf, and signed 
ar. Weneii".. . will read both of them, The Tirst is 4 
copy of a letter dated March 22nd, 1958 and it reads as 


follows: 


March 22; 2938, 
"Nits R. V.. LeSueur, Vice-President, 
"imperial Oil Limited, 
"56 Church Street, 
MPOLOnLD, Ont, 
"Doar Mr. Lesueur : 
“ I tried to burchase leaded cas from your 
CoeouiG Herein wCaleary last year, and in ex— 
"eheanee Sell them casinghead., Yhey did not seen 
"to want to make the exchange with me. ‘Je were 
"compelled to bring most of our leaded gas from 
Montane to blend with our casinshead, 
ih Now I have sisned a contract with the fthyl 


"Corporation to put in a leading plant in Calgary 


7 


"but-L-was thinking that it might be better if I 
"worked through you people, provided you were wil- 
"Ling to sell us the leaded gasoline we would re- 
"quire at a orice av which we could afford to Sur- 
"Chase 1U, “lt that could be done I would not go 
“Aiea Wltbn tio Leading plant, but if I cannot purse 
“chase it lL will have to put in a leading plant as 
"our trade requires a certain amount of leaded 
‘gasoline, —l would very much like to hear’ from 
"Sou "ln regard) to this matter, 

is I was in to see Mr, MacLeod today and gave 
"him an outline on a drilling agreement of a well 
twhich some lawyers have been trying to put over 
twith you neovle in Toronto. I do not want you to 


fhhink that I am trying to interfere with them 
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Voutting over the deal, but. I am sure yeur people 


"did not understand my proposition to you. How- 


"ever, I took it up with Mr, MacLeod today and he 


Fis writings to yous 


B YOurs very. “ruly, 
: AY He. MAYLAND ” 
MR. FRAWLEY: rhenmathe, Inperiead O11 


Company's letter is date April é22nd,.1938, 


IMPERIAL OLL LIMITED 
toperial Oll Bua laine 


Toronto 2,Canada, 


April, send, 1.958 


NY, fa iis Mayland, 

SOU0 Lancaster Building, 

"Sth Avenue test, 

"Calgary, Alberta, 

SIGS casa Inger 

He Mr, LeSueur has referred to the writer 
trvour letter of March 2end, relative to the pos- 
"sibility of our supplying you with leaded gas- 
"oline, We are very Sorry that we are not, at 
“the oresent time, in a position to quote you on 
Mele product. 

Thankine you for the enquiry, and reeret= 
ting the delay in answering your communication, 
‘twhich was caused by Mr, LeSueur's absence from 


tthe City the sreater part of the past month, 


” Very truly, yours, 
US om epi sve Bo 
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MR. FRAWLEY: Then you made your ar- 
rangement with The Texas Company after this or did 
you have them at the time the eee was written? 
After that I believe, Mr. Frawley. 

And then you carried on with the Texas Company until 
November 1938? 

Approximately. 

When Mr. Wallace began to sell you, the Maple Leaf 
Company began to sell you leaded products? 

Yes, 

Did any correspondence vass between you and the Maple 
Leaf Company at the time you made these arrangements 
with them? 

NO, liv Was Verbal, ‘Ihe only thing we have is just our 
agreement with the Maple Leaf Petroleum, 

An agreement, you have an agreement? 

Yes. 

In writing? 

Yes. 

Gave you it there? 

No, I have not got it with me, 

What is the purpose of the agreement, does it bind you 
to buy from thei exclusively for a period? 

Well there is a veriod stipulated, a year and a half 
but we have the right under that agreement if we wist 
to commence manufacturing those two grades of gasoline 
in between times, and then the contract becomes null 
and void. 

Would you mind bringing the agreement with you, perhaps 


at recess time you could send for it and have it brought 
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over and we might file it because I do not want to 
bring you back unduly? 

Yes, 

And the prices: are) quoted in the agreement todo, are 
they? 


Just simply outlines our spread and what prices we 


might get, P 
THE CHATRMAN: Then in the "9" brand we 


have a jobber selling to a jobber who sells to the 


publ cy 
MR. FRAWIEY: Yes, 
THE CE-ATRMAN: The jobber sells to the 


jobber who sells to the dealer, 

MR. FRAWLEY: Mec and syOU revalletiaG, 
you own some Service stations also, your company? 

ves. 

“hich you operate on a salary basis? 


No, we do not operate any of our stations on a salary 


basis, either on commission or rental. 


(Go to number M12 sos.) 
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Q I told you T had some questions to ask you, which I have, 
but you perhaps have not finished with your own outline 
of what you want to say? 

A There is only one other thing I wisn to menticn, Mr. Frawley, 
and that is drums, Our company would welcome the idea of 
disposing of all their drums to the farmers. And the reason 
I make that statement is this. The major oil companies over 
the past 15 or 20 years heve bought considerable drums. 

They were able to buy those drums when the spreads were 
peussibly a lot higher than they are on gasoline today. 
With the result that they are paid for and trobaebly all 
written off. But the independent who goes out and buys 
Drums on the spread that we are making today on gasoline it 
makes it almost impossible. Therefore, we would welcome 
selling out any drums we may have bought probably et as 
high as $9.00 and selling them at half-nrice to fix it up, 
if everybody were agreeable to it. 

Q THE CHATRMAN : It has been said to us by 
a representative farmer that tne cost to the companies 
is very low, havine re. gard to their total expense, relatively 
low, and free drums is a service that should be continued. 

You say it is quite burdensome as I understand you? 
A Yes, it is, because you take and supniy a man with we will 


say a drum of gasoline. The value of the sasoline would 


probably be 34.50 or »5.50. You give him an GOs 40) CPU eG 


take that gasoline away with. You taxe his Sens CUTE Lor 


that drum and charge it up to him, because nine times out 


of ten he cannot pay for it. You heve to trust to luck 
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the $8.40. Another thing sbout drums is that the 

fermer persists in KOOULNS 34% | You might only make 

two trips with one particular drum in a year. Annther 
drum you might make ten trins with. That drum that makes 


two trips is just a burden. If you kept them turning over 


enough times in a year they will eventually pay themselves 
vut. And farmers throwing them off wagons and bursting them 
and bringing them back, and it might in some instanzes cost 
you a doller or two to weld them. <All that expense has to 
be borne by the oil companies. They say nothing about ah 
but they ceme in and you do not know until you start ania 
it. 
MR. COMMISSIONER LIPSETT: Do-you" find. that. they aise 
the drums of one company to go and get gasoline from 
another comnany? 
I believe that is a common oractice all right. 
THY CHaTRMAN? What would you think of, 
you haven greet number of drums out eround the country 

the oil industry that the farmers have never been 


required to pay for and never expect to pay for and that 


is a condition for which the oil companies may blame 
themselves, I sunnos2, competition has lead to that. What 
would you think of saying for the future no drums should be 
put out that are not paid for? 

I would say it would be a wonderful thing, but in order to 
get the whole thing to tie in, it would be necessary fOr ou 


to eet all these drums thet are out and then let the different 


companies gct together and agres on a price that they should 


be sold at to the farmer, regardless of what they sell them for 
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and if they want to sell them on a conditional sale 
coontract, sell them outright, and let us Zzet down to 
some brass tack arrangement on it. 
You say half-price would be good? 
A Well, I think my chief would be quite asreeable, providing 
everyone else fell in line. And mind you we would not want 
to do it ourselves and the other comnanies not. 


i] I quite understand? 
WR. FRAWLEY: Now, Mr. Jones, about your 
Priceyetrvoture.stYoushnayer filed that -ascuxhibit) "268", 
somervtime seo.oriatind looking at it thet you! follow 


absolutely to the decimal point the Imperial O11 price 


Structure. T° tere: ooerseker, for instance... ssw? 


TH? CHATHV AN ; You are on marketing cnsts now? 
MR. FRAWLEY: Yes. 
THT. CHATRMAN: Yes? 

a MR. FRAWLEY: You follow thse Imperial Oil 


throughout at Beiseker on Ethyl. Your #thyl is the same 


as theLy BAnyL? 
A Yes. 


Your Miracle is the same as their 3 Star? 


A Yes. 

te And your Purity is their Acto. Your tractor gasoline is 
Fis Someta swaee dee. Now, Gusta minute.” You nave: tractor 
gasoline and they have not got one called tractor gasoline 
Their price is the same as your Purity. Your tractor gasoline 
is the game as their tractor distillate? 

A Yes. 


And your Number 1 Diesel is the sane as their Diesel Fuel Mi. S. 
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Precisely. Is that) inevitable? 

Can you not, as an independent refiner with a small 
compact marketing organization with a very limited number 
of wholesale outlets, numbering precisely 10 wholesale 
outlets, manufacture your own products and I am speaking 
only now of those products you menuf:ctured, why can you 
not show a better price to the consumer, a better wholesale 
price tc the consumer, than the Imperial Oil? Because we 
have been told, having in mind what we were told by 

Mr. Halyerson that’ his price, structure is built having 
regard to his organization all over the province and the 
necessity he has in serving the Province of Alberta fron 
Coutts to Lawson Creek? 

We have always taken this stand that we have thought it 
better to follow the major oil comynanies' price and stay 
with that. 

“hy? Better for whom, for yourselves or the consumer? 
"ell, I would say better for ourselves, yes. 

Weiler can it the consumer lfook......« This is a ‘large 
Question ard I want to put it to you - can the consumer 
look to the independent refiner and marketer for any relief 
in the matter of consumer price? 

He might do that once the independent marketer gets into 


@ position where he can be indenendent of everyone else. 


How do you mean, independent of everyone else? 


When I say that, when the independent producer Can produce 


everything that is required. 
And that will be, you hope or your company hopes, about the 


j { ne a@ j Mighe 
middle of next month, you will be im kKetin@. cevees 
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A ie hope that) yes’. 
G All products? 
THE CHATRMAN: By the independent producer 


you mean the independent refiner? 

A Yes, refiner or marketer. 

Q WR. FRAWLEY: For a long time you had a 
very good business in third structure gasoline and this 
farm distilieate you manufactured yourselves. Now to what 
extent did you break away from the established prices? 
Perhaps you did, and I would like to hear about it? 

A Mell, We cid’ mot as far as any of our points in the country a, 
Mr. #rawley, we did not break away from any prices that might 
be established by the Imperial. ‘ie may have at one or two 
points where we had to break away to meet competition outside 


OF a2he major o1l compenies. 


*) Outside of the major oil companies? 
i\ May Legs ct 7 Tee aes «“ <j eyar KT 5 h fa) he iF 
A Take possibly Leduc as an example, where you have your char 


here. 


Q Nese, nee oa you do at Leduc? 


A Tell, it wes necessary to meet the competition of the Lion 


Oils of Edmonton and we simply met the Lion prices on their 


third structure products in Leduc. 


tT won't bother looking and comparing your prices at Leduc, 


te 4, 
shown on Exhibit "262", with the Imperial QUL Prive Strucvuae, 
but verhaps you could tell me in a word that I will find they 
are the same, will I? 

A Yes, you will find the Imperial price on their Acto gasoline 
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at Leduc? 

Yes. 

Yesyatneath Siaehiy wis le. Ana your Purity at _Ledue 
pi ey ea 

Yes. 

And on tractor gasoline 17.1? 

Yes. ‘Which we have since that ves put in changed to 16¢. 
Changed to 16¢? 

Yes. 

And the Impérial will, of course, they have a change 
just around the corner? 

There is a change in effect now. I vas just compiling 
this price informetiom this morning. 

You see, I am wondering to wheat extend you break away 


from the major companies. The Imperial are proposing a 


reduction on Acto gasoline at Leduc to 16.7 as against 17.1? 


YES. 

And thatis reduction of 1-4/10ths conts? 
Correct. 

And you intend to meet that, or do you say you have already 
met thet ? 

No, we have not met it as yet. As I say, IT am only just 
cO.ipiling my prices now, since I was not able to get any 
information regerding thet until last night, 

Generally speaking, what are your views on the question 
of being required Po Tallow = 2 mean, At 1s @ Tree, open 
market, and you do not have to sell at Imperial prices. 


Are you not able financially to depart from their prices, 


; 1 Sec 7 oh © 
or do you feel that the consumer price 1s low enough‘? 
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Why do you religiously follow these Inperial prices 

which are made to suit their requirements, am not-yours? 
A ell, my answer to that Guestion is this, that the major 

Oil companies’ policy seems to have beon a good one. TI do 

not think they have lost any money. Therefore, if we adopt 


the same policy we can fight thea at eny time with the same 


kind of weanon. 


Q You can fight him at any time with the same kind of weapon. 
Could you not fight them with perhaps bringing down the 
price? Could you not take some gallonage away from them , 
bring down the price, and perhavs their set-up would not 
allow them to bring down their vrice and you would have 
their gallonage? 

A puppose (we do @0 in and chop prices l¢ or 1$¢ a gallon, 
What are we going to do, ming to be ina price war. 

You have heard about those little price wars that they 
Reve Tea aqoGn 2p the United staves. We are not a bie 
company and we have not the funds to go ahead and fight 
these scraps thet might stert. 

q I think the Commission might be interested in that. Do you 
seriously feel thet if you put in a price reduction at some 
country point, Beiseker say, the Imperial would come along 
and cut under you and put you out of business? 

A You might run into that kind of difficulty. 


Q So you just play a waiting game and follow their prices 


Cs beta ea ome ke Ae ee ie 
and the consumer just continues to pay the major companies 


prices and the independent marketer and refiner has not done 


anything for the consumer? 
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A “e do try to establish our prices. dur prices are 
established along the same line as theirs. But we- do 
endeavor to give the farmer or consumer a better product 
thar what they are turning out. 

Q That depends upon somebody's analysis and evidence with 
respect to comparative quality of all these products. 
There might be something in that. But putting that aside 
for the moment, there is not any other place where yuu are 
Ghieny benerit to the consumer, in price, which 1s all the 


consumer understands? 


A Nosed ‘would@not say* so; no. 

0, Now do you have any hope, or is that asking you too much.....? 

Q THD CHAIRMAN : You"think that’ is the positim 
in regard to all small refineries, is it, to follow the posted 
price of the, Imperial? 

A Vell, I would. not like to answer that question, Mr. Chainnan, 
because I do not know. 

C I thought probably you as a marketer would know what prices 


the other refiners were charging for their products? 

A Our position might be a little different from that of 
the-bions | \Psbebieve) that \alliithe Lion have is Calgary; 
Red Deer and Edmonton. ‘Ve are branching out all over the 
Praanens that is, at pivotal points. 

G MR. FRAWLZY: No. The Lion have given 
me a list of some 20 or 30 points where they tlaintain 
bulk outlets, storage, and have given me all of the prices 
an@ the amount of storage. 

A That they actually own and control. 


q Yes? 
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Io diderotithink’thé Lion mea anything like that, to be 
truthful with you. 

That raises the question ss to the nature of these agencies 
ubdathesestrucker distributors, We will have to go into 
that more fully when the Lion goes on the stand. 

THE CHATRMAN: And there is some Guestion 

of dealer-farmers, and so on. 

MACU A RAVLEY $ Yes; a Large question. 

In-any event, you accept for the moment the fact that the 
Lion Company has given me a list of IE think 21 sub-stations, 
they call them. Vhey may be leased, but that is only a 
circumstance, but where their products are kept on consign- 
ment’ just’ as yours are and just as the Imperial Oil's are. 

k Tegerd—them as outlets of theyvLion Oil Company. However, 

I was saying that in regard to something that you were ssying, 
What were you saying? 

Just as I mentioned to you that I did not think they owned 
anything outside of those three points I mentioned. 

Assuming they do, and answering the Chaiman's Guestion, 
they follow the Imperial posted price, or don't they? 

I would’ not 'iike’ to say. 

And so your company conforms to the price system of the 
Imperial? 

I might tell you something about our set-up that probably 


T should have mentioned before. 


¢ 


Yes? 


That is that in putting in the combination stations, that is, 


wholesale and retail, that establishes us at a point we will 


say lixe Beiseker, Trochu, Lacombe or whatever it might be, 
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and the idea of establishing it as a wholesale and a 
retail set-up is that we are going to be guaranteed 
distribution of products both wholesale and retail at 
those points. Our agents ars paid 2¢ a gallon ecmmission 
on all the gasoline or distillate thet goes out to those 
stations. They are paid &¢ a gallon on lupricating, oils 
and lg a pound on greases. They are also entitled to any 
SD LEGG ola 5) ose us aleve ie 

Q HE CHATAMAN: Just a moment, 2¢ a gallon 
on gasoline? 

A 2g a gallon on gasoline. Or make it refined products and 


Shen your will have iv. ald. 


Q MR. FRAVLEY: On all “hite goods? 
A Yes, that) is 2%. 
Q THE CHAIRMAN: Yes? 


A 8¢ a pallon on lubricating oil and lg & pound on greases. 

q BO ye) Ce LOm OL seers om ace. eters 

A On lubricating oils. 

Q And 1I¢ & pound on greases? 

A That is the commission for selling anything at all through 
the wholesale portion of that business. Any sale that he 
may make from the wholesale portion to the retail portion 
his commission is as I s#&ted there. Ahy sales that he 
might make through his retail operation of the business 
the spread that is made there is his. 

Q . These are wholesale prices you have been talking about, 
wholesale commissions? 


A Yes, that is it. 


Al riehnt. . Now then, he is both se wholesaler and a retailer? 
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A And a retailer. 

Q@ In one? 

A Theat S68 ayy 

Q TLRS Les averasie asco? 

A So eUeterensters Irom his wholesale... «ss coe 

q for selling to himself? 

A Yes, anything from the wholesale to the retail he gets 
his commission on, you see. 

q, what commission is that? 

A The same figures as I just gave you there. That is 
considered a wholesale sale when he purchases from his wholesale 
to his retail. 

G And when he moves it to his retail, then he can sell it 
for what he likes? 

A Be Canmostvabiae His reveal price, We do not ti¢ him 
down tu anything on that at all. 

@ You do not care? Then in practice, does he sell to anyone 


else but himself? 


A Any other dealers, would ycu say. 

q Yes? 

A Very few, DeECaUSEeeceeevees 

Q Ts there any other wholesale business other than himself? 

A Oh yes, we classify the farmer business as wholesale business 
because it is ir drum quantities. That is where the station 
gets its name of combination wholesale and retail. 

q Sc the farmer gets the wholesale mo Lce? 

A Yes, that is the posted tank Wagon Hrice. 

Q The posted tank wagon price, did you say? 

A Yes, the posted tank wagon mrice is what the farmer pays. 
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Now, your dealer has a 2g snread there then when he sells 
to ae farmer. Has he got to make free delivery “or that? 


Yes, he has to deliver out of that. 


. D2 you provide trucks? 


in quite a number of instances, the dealers supply their 
own trucks. 

How do you feel about free delivery? 

“ell, Mr. Commissioner, this is a hard thing to answer. 

I myself would certainly like to sve the farmer come in 

and take His own product out. But you run into certain 
conditions. There are truckers hauling in and out, possibly 


erain, coal or something like that, and they throw on one 


or two drums and haul the stuff out. 


Nia Wer vne te. Jpdoeneu LOLLOW Vous (Trucks go in Tors coe: 


and grain, yes? 

Thateweuld probably vring in ti o"or three drums and PT petieve 
in instances of that nature that the major oil companies’ 
agents allow possibly anythine from $¢ to ly a gallon. 
You think that your agents in large measure get away from 
the burden of mking delivery, or benefit as it may be, 
by paying lg at least out of their 2¢ by empluying those 
who are bringing other things to carry it for them? 

Yes, I think. that most agents would be quite pleased to 
set aside some part of their commission if a farmer would 
come in and take his own product out. TI would not be 
prepared to say whet amount. 

Did your company ever analyse it to find out what free 
deliveries were costing? 


No, we have never bothered, Mr. Commissioner, because thet 


red ae on 


rea | opt a Pal aie 


DWN Vie ve ty. . hye a Ky Fak eee . a3 oi) og y 2) Me at Aber: errs s oy - 


a feds. aa jo tort tot raled: 0 aOR. be. 


pigtoures . ‘ob itorgaue oN A Se ? re 


a) 
fl Li - hae 
> gpa wbeege “era ieah (P  eeOne tate TO eee etiup ih; 4 ~— 
mi RN eBRORLT . HO A 
y 1 
+ . 'e 
a l pew doodle, Lge woy ob. WOH 
. J : j 
i: ‘ : * a i + 4) ‘ - 
: | cs ED cb ten ae z fast ‘ “ j aire ee ae wit ae a" rhe ") + 
n Few OF APES ('s gaia?) verateedamam® tit {tier AY 
p 
\ 3 , q te E i, sa ae fa , ae Sally Bo ae Usk pais cs Moe a 4 , ee 
wt ah ay cer es OF OWEE! Vhethiico Bigor  Tieaye: i 


ween pie breort Sow! ee etedinin td? on ex enT ‘dost bp ea, 
qe Vi omb waeee umd Bot Bae gale Dae dv eae te aoe tere he 
: ft Yigete oer Leead- bits ete ome Te 


s ss a ¥ 6 i j - wee he? ry > f * . ; 
wi Aaya, epithe tr iron wel ley. tom obi T:? Pterdds et: TedVv. # 


Fae 


Te ae! va Dew. 
Seu Niet! tha Reyiate at Oy: Oh opined: vided: Relate; te 
) Reena Lele tine eae ented teadt toe eo ayes, mei nv 

rot fri ib Ek 9S NOT eee wo feeog: ie crane 
we "| / ee ify P Be pegs : ‘! Li ey 3 he a tras ¥: “Tbe oy: Sy-ae, es shir ae goOX 


f. 


=. , 
LL onan | lass! re i! i ec eee, Le : Rati ct ty ele eee b ee ee be fl 7 | 
a. ge” Ween Sep St Wi aD geass erty a ental ae Sao Reema, ery an 


11) eit aetyo tous wo os Teed So Ee ied te WE eve aad 


17 : Os , ee a ae : i ,! of 5 i a) 
ity ‘ais Tou) oF eet Oe MR NC: penta “or a 


: f - | 3 . i" 4 2 aah 
mae ‘* badeata “Pig ot (eee ici a Pace sedis B, 
i ; , WW hy ‘ iM 


A ahi enkhe ae ie pe oy Ate iN ie thea naa i. ame woe: erent 


ef 


a i “a sad ‘Pedi: $i pe 6 


Ge 1 


ian Kee 


cs 


gag 
tLe 


Se: ee oe 


Jones 


has never concerned us as you can see. Theat is the agent's 
problem. 

Yes? 

(i Wj ao Tepe Tees AT e wr nT eae ee A me 

TH® CEHATREAN $ Mir. Frawley, I have just been 
wondering, we are hearing from everybody except these agents. 


Have you them in mind? The ordinary agent whose commission 


qi) 
kK 
j+- 
wy 
lai 


is being cut into by free deliveries and the =) Tie 
service station gets the tank wegon price less so much, 

and no less. But are they a class that should not be heard? 
For instance, this Witness says, it just occurred to me this 
minute, this “itness says ““e ars not much concerned with 
Tice piovlLem of tree delivery.” He nas general VvViete Maem 
and thinks the agent would probably forego some commission 

if he coutd-eet the farmer to take it. But free delivery is 


CULte es Lmportent question, in my view. It world oe tite 


the free drums. 


MAR. gRaWLEY: Yes. 
Te OHA DRM aN : And should not the man who 


is bearing this burden, as distinguished from his refiners, 
tell Us about that’ 


1} 


MR. FRALEY: % think we shoulc hear some 
agents very likely. 

THe CoATRMAM : Yes, this man, he is not 
really interzsted, and rightly so, because it does not 
touch the pocket-book of his comnany, whether this agent 

is making a living or is not, or whether or not there could 


be a saving to the general public if this was cut down. 


The agents may say "e have just reached the point where 
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we cannot go on unless something is done ebout it.” 

MR. FRAWLEY: Mr. Nolan calls my attentian 
to the fect that Doctor Frey did sneak to some agents and 
perhayvs would like to speak to more. It is like everything 
else. If you get the agents here - I think they should 

come and they should speak, but they may not feel free to 
speek. (ve have already run into this difficulty in connec- 
tion with, the retailers. They do not desire our investigat- 
ing auditors to disclose their names on the Witness stand 


and to refer to them by number. 


THE CHAIRMAN: Why? 
MR. FRAWLEY: They do not want their 


competitors to know whether they are making money or losing 
money in the retail distribution of gasoline. You get into 
SOmMe,ai1 1 ticultdes, or that) kind.,...However, ,it\isi certainly 
worth while consideri: 4. 

THE CHATRiiAN: ell, I will leave the 

thought with you. It is not enough, if it is important 

that the evidence be heard, it is not enough that Doctor Frey 
has seen them. Anyone whose evidence we are going to pass on 
we are going to hear them. 

MR. FRAWLEY: Yess hat is necessary. 

Now, I want to talk about this retail. JI do not know 
whether it matters much or not, this retail and wholesale 
station ratker and explore that for the benefit of the 
Commission. JI would like to indicate the spreads he is 
operating on. You see that at Beiseker you have twn men 

in one, a wholesale agent for the distribution of your 


products, and the man who operates the retail service station? 
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Yes. 


On the same premises? 


He buys your standard gesoline, we will Say au line 

that is the posted tank wagon price? 

DOPrect. 

Pew real iyoive Ulett into his station at 1609, doesnt diee 
IE De bs SN Fel ideo Wi acy yale vis Tha pee ol Ry ae 

He puts it in at 17.9, the same. For he sells with this 
erm TO “the fara trade at 17.9? 

Yes. 

DULL YOU pay Him 2¢ e fellon for that’? 


Yes. 


Ft 


NOWeviel. EOmo VOL ne lsells din the front’ part of Als 
pretiises, through retail pumps and [I put it to you that) fe 


2% 


sells that in the Beiseker district at 26¢ ex-track, from 


RRS 


the informetion we have collected and shown on Exhibit "S22 
we know the retail spread in Beiseker to be 5.l¢ on regular 
gacline ? 

hat do you mean by regular gasoline, Mr. Frawley? 
Miracle, 3 Star and Nevr-Nox? 

I am not conversant with the retail price. 

I am asking you to take it from me that is 23¢ 
Yes. 

Then your agent at Beiseker on the retail 
busine ss has a spread, a pump spread of 5.1¢? 


Yes. 


But he also has 2¢ spread in transferring that fmm the 


wholesale to the retail department of his business? 
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A Yes, that would be right. 
Q So he is really operating with respect to nis retail 


price, he is operating at Tenge 


A Yes. Such being the case, your Lisores ‘areyrignt: 
Q if my figures as to the going spread being 5.1¢ on standard 


gasoline at Beiseker, and 3.6¢ on Mity Dvands 2yG¢ on thine 
grade. That is a pretty govud operation on the retail side 
of his business? 

A Yell it would be. It all depends, Mr. Frawley, on the amount 
he sells. He may only sell 25 gallons a day, and he may not 


sell thet much. 
qQ You mean he would not have a very big retail business? 
A No. ‘The idea of that combination set-up is to have that 
man there and he is in the vosition to give the public 
if necessary s4-hour,service. As a matter of fact, last Fall 
Beiseker remained open 24 hours a day. 
q But he would remain open if he did not have that retail 
pump there. He would still feel he should remain open. 
He would, if it was good business stay open through the 


busy season even if he only opereted e wholesale outlet? 


A He might, or he might not. ‘With his wholesale and retail 
set-up, he has his quarters there, and he can sit down 
Gnd make himeels at home. .— do not think you will fing 


the major oil company men where they have a warehouse on 


the railroad track, that they will stay and wait for the 
business to come in during the busy month? 

G He is not using his retail pump 24 hours of the day? 

No, but the remuneration he would receive on the retail 


vending pump during the day would justify his staying open 
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for the 24 hours. 

We have heard a lot about the great advantage of these 
combination outlets, and naturally wewant to get right 
duwn to brass ‘tacks on it if we can’ 


TY think We will heve to weit a few months before we sec. 


(Go to Page 12319 } 
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Mr. FRAWLEY: Mro Jones now produces the 
contract which his company has vith the Maple Leaf 
Petroleum Ltd. dated tho 3rd of September, 1938. This 
is the origingl signed copy. 


(DOCUMENT PRODUCED HERE MARKED 
AS HRHIBIT "541" 3) 


THE CHAIRMAN: I think we should give 


Mr. Jones the liberty of substituting a copy if he wants 


MR. FRAWLEY: Yes, if you would rather keep 
the original and substitute a copy we will do that because 
this is the originel signed by Mr. Wallace. 

A I think so long as the Commission have it in their care 
that it would be satisfactory to file it, Mr. Frawley. 
THE CHALRMLN: ALL een ts Theat is iixhibit 
HO 1 An agreement with the Maple Leaf. 
MR. FRAWLEY: and the Gas and Oil -broducts 
Limited dated the 3rd of September 1938. 
THE CHATRMS N: I do not understand why it is 


notthe U. P. Oil buying from the Maple Leaf. 


MR. FRAWLEY: No, that is only in the crude. 
THE CHAIRMAN: That is entirely in crude. 
MR. FRAWLEY: Yee, Limbted to crude. 
WITNESS ; YeSo 
Q MR, FRAWLEY: I noticed one thing about this, 


under this agreement, it runs, we will see how long it 
runs --—— 
A 8 year and a half, I think. 


Q Notwithstanding, Clause 8 says "notwithstanding this agrcement 
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is fcr a period of 18 months", well now, let us see, 

yes, Clause 4, Clause 1 says: 
Mat The Gas and Oil Company 
"COVENANTS SND AGREES that for a period of eighteen 
"months from the date of this 4greement it will deal 
"exclusively in the ETHYL GSSOLI®NE, "Q" GiuSOLINE and 
"TLLUMINATING KEROSENE purchased from the Maple Leaf 
"Company, and that it will not during said period 
"deel in such products purchased from any cther 
"person, fjrm or corporation, PROVIDED however 
"that nothing herein contained shall prevent the 
"Gas and Oil Company from manufacturing the said 
"or similar products and selling or desling with 
"the samo in the usual course of its business." 

3 That was, we had that particular part of that clause 
put in because we did not know when we might want to 
start marketing an Ethyl grade ourselves. 

Q In the first dreft it simply provided you would purchase 
your requirements, that you would deal exclusively in 
their leaded products for 16 months? 

yy YeSe 

Q Snd you had a proviso put in, the proviso which I read? 
Yes, reserving the right. The Contract is that so far 
as purchasing goods, but if we manufactur ourselves --- 

Q Insofar as you are a jobber and as long as you continue 
to We a jobber you are tiec to the Maple Leaf Sompany, 


that is the way to put it? 


b For the period of that iagreemcnte 
Q For the period of that Agreement, that is for a period of 


18 months? 
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Jones 

Correct. 

THE CHSIRMAN: ‘hat date is that jgreement? 
MR. PRAWLEY: The 3rd of Septembor 1938. 
WITNESS: I think it mentions a little 


further on that Dovember 6th or approximately that date 


that wo will commence purchasing from theme 


MR. FRAWLEY: Yes, it is dated in September. 
THE CHAIRMA Ws: It is not effedtive then? 
WITNESS: Not effective at that time. 

MR. PRAWLEY: Iam trying to find the effective 


date of it? 

Possibly that is not in there, Mr. Frawley. 

That is by some subSequent letter or something? 

It would bo verbal. 

Now I am interested in something, the Ethyl gasoline which 
you purchase under this Agreement is called "Renown" 
gasoline? 

Renown Ethyl Gasoline. 

Now that name, I put it to you, but porhaps you dc not 
know, is the property of Imperial Oil Limited, not 

Maple Leaf Petroleum Limited, what do you say about that? 
Well I do not know, Mr. Frawley. 

How do you know what kind of gasoline, was that discussed 
between you, what kind of gasoline you wero getting, that 
is what name of Ethyl gasoline you were getting? 

No, when we were speaking about Ethyl sasoline it was 
mentioned and I believe it is mentioned in that Agreement 
that it would be to the specifications of gasoline required 


by the Ethyl Gasoline Corporation. 
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Q@ Yes, and the "Q" gasoline would be colored to the specif- 
ieations of your Company. 

Lb Correcte 
But the name --r- 

Q THE CHAIRMAN: The Hthyl, why do you call it 
"Renown" or "Ethyl" or anything else, are they not all 


the same? 


MR. FRAWLEY: The preduct itself? 

THS CHAIRMAN: Phe Ethyl. 

MR. FRAWLEY: Yes, it is all the Same. 

THE CHAIRMAN: The Ethyl which is put out ty 


various companies under various names of their own 
associated with the word Ethyl, is all the same? 
MR. FRAWLEY: Pretty well all the same, 
ch no, not ell the same octane number, as Mre Kaley 
explained it to us there is a minimum but no raximum. 
THE CHAIRMAN: Yes, £E should qualify that, 
all the same in the sense that none of them can be below 
a certain specification. 
MR. FRAWLEY: Thet is right. 
G MR. FRAWLEY: There is no point in elaborating 
upon this Renown name except to establish something that hes 
already been established, that the Maple Leaf is no more 
or less than a marketing arm of the Imperial because they 
supply, without any guestion at all, under their Agreement 
to the Gas & Oil Products a brand or a name which is the 
property of the Imperial Oil Limited? 
b I believe myself that the Renown is an Imperial brand 
although I am not prepared to swear to it? 


Q However, there is nothing mentioned in here about it. 
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Now about "Q" gasoline, did you have some talk in 
connection with that as to what name you woulé be 
permitted to market "Q"? 

Yes, we gave the Mapie Leaf a suzgested name which we 
caliesd our "Miracle 99u, 

That was the arrangements you had with the Ethyl Company? 
Wo, NOs 

Do you not have tn get the consent of the Ethyl Company to 
sell Miracle 99? 


I believe tho name has to be passed on by the Ethyl Gasoline 


But in the exnse of straight gasoline, well you have to 
take the company's jobber name that is supplied, for 
example when we were selling tho Texas Company gasoline 
we had to carry it under "Texaco Ethyl". 

Yes? 

But in the case of our Miracle, we just took their Fire 
Chief and specified it under "Miracle". 

I would like to file this document, which has already been 
put in by Mr. Kaley but Mr. Jones now produces the license 
agreement between Gas & Oil Products Limited and the 

Bthyl Gasoline Corporation which provides --- 

THS Cia TRMjiN: Es it not int 

MR. FRY LEY: Perhaps this very thing or a 
copy of it is in, not this same document but something 
with the same infcrmations 

THE CHAIRMAN: Not the same document? 

MR. PRaVLEYs Mo, not the same document, 


this is the original bearing the signature of the Ethyl 
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Gasoline Corporation anc the Gas & Oil Products. & 


photostatic scopy perhaps is in, that is what is in. 


TH CHALRMAN: We dv not want to put it in 
twice. | 
MR. FRAWLEY: I will simply eall your attention 


to, I have not the Exhibit number, however, in your arrange- 
ment for the sale of Ethyl gascline the Ethyl Gasoline 
Corporation has given you the name "Renown", that is the 
point? 

Xj Secording to that Agreement, yos. 

Q Now vwhero aid they get the name "Renown", by virtue of 
what, upon whose instructions wag the agroement made 
botweon the Ethyl Corporation and your company prcpared, 
sc that they knew to insert the word "Renown" in the 
contract frcrm? 

A Well I imagino that the Maple Leaf Petroleum @re the ones 


who put the word "Renown" in thore. 


MAJOR LIPSETT: Is that a contract ta job 
Ethyl? 

MR. FRAWLEY: Yes, to job ¥thyl. 

Mi JOR LIPSETT: Not to manufacture it? 

MR. FRALEY: NOe 

THE CHAIRMAN: Mat would not be in would it? 
MR. FRAWLEY: Noe 

THE CHATRIMLAN: Et ahould go in if it “te mot 


in and if it is in it should not go in. 

MR. FRaWLEY: It is part of Exhibit "502", 
THE CHALRMAN: ALL riety abt as. dts 

MRe FRALEY: Yes, yes it is part of Exhibit 
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"50a" and it is a contract made, a copy of the contract 
made between the Gas & Oil Products end the Ethyl 
Corporation, covering the sale and distribution of 
gascline prceducts, of Renown Ethyl Gasoline end it is 

dated the 26th of Cetober 1938, that was amonth or so 
after you mace the contract with the Maple Leaf? 

Yess 

MRo FRAWLEY: Now Mr. Jones, so far as 

the farmer-consumer is concernod, the man who buys gasoline 
at your wholesale stations, they are combination in your 
form of system, but so far as the man who tuys @ drum of 
gascline at your plant, he gets exactly the same service 
from your company's agent as he gets from the Lion company's 
agent 1b the matter of barrels, delivery and price? 

Yese 

Just tho same? 

Yes. 

And your agent has ebout the same deal frem your company as 
the agent of the Lion Company has with respect to that 
portion of his business which is wholesale? 

iL believe that is correct. I do not know the scale of 
commissions paid by the major oil companics. Il have a 
recollection if I can go back five years but --- 

Some of these things will be developed as I ask you these 
questions ---- 

MAJOR LIPSET?T: Just before you start that, 
does not the Imperial agent only get a cent except where 

he makes delivery to anothor dealer? 


MR. FRAWLEY: Oh, yesSe Now just let me 
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pursue that, your combination dealer at Beiseker we will 
say, does he make deliveries to any other dealer excent 
himself? 

ell at Beisaxer, noe 

Well in that Beiseker district, any garages or service 
stations in that areca that he supplies from his plant 

at Boiseker? 

Not to my knowledge. 

So he is his only retail doaler? 

Yese 

And on that business he gets 2 cents? 

YOse 

Well in the case of the Imperial he would only get 1 cent 
even although he supplied it a distance of, well some 
distance,, no, in the same village, he would get 1 cent 
and if he had to go very far to make delivery to a dealer 
he would get a cartage allowance but what do you dc in 
the ease of your dealers, your wholesale dealers, who 
supply other retailers? 

Well our agent reccives his agreed @ cents a gallon 
commission 411 the way through. Iif,he sells 10, 000 
gallons of gasoline, that is 2 conts a gallon. 

Wherever it goes, whether it is sold to the consumer or 
sold in drums to enother dealer? 

That is right. 

Well now, Mre Cottle says you may have tc reconcile the 
prices at which he selis to other dealers becsuse he 
sells at a cent off to other dealers, does he still got 


4 cents off that? 
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A Well we have not, I do not believe, but one point and 
that just cropped up about six weeks ago, where in order 
to mest a major oil company's 1 cent discount that they 
allowed to their dealers, we did have to allow that man 
or that agent that commission; where our prices you 
sec are set on the major oil companies' tank wagon to 
their 100% dealer account, they allow 1 cent off that. 

Q Yes? 

mi Well we havo net done that at all with any of our set- 
ups outside of this one aceccunt which has come into 
being at Leduc. 

Q Because you do not have to do it but you always have to 
stand prepared to do whatever the major oil company does 
in that way? 

We would have to meet that competition. 

Q There is not much of that in your dealers? 

We have confined our business to the particular points 
where wo are located. 

Q You have this few number of stations and you could perhaps 

tell us about them all, now here they are, Beiseker, 

Bontley, Brooks, any distribution to dealers from any of 

those points? 

Not that I can remember of now , Mre Frawley. 

Fort Saskatchewan, Lacombe? 


No » 


D2 FP D5 & 


Now in Leduc you say you have some distribution through 
e dealer from your agency? 


mA) We have oneée 


Q Tell us what you do because what you do there would be 
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What you would do if the situation arose, the agont 


delivers to the dsgaler? 


ya) Y6Se 

Q He only collects the posted tank wagon less 1 cent? 

A That is it. | 

Q 4nd what does he get by way of Commiscion? 

ve e cents. 

g MAJOR LIPSETT: Hes he to pay the delivery 
out. of that? 

Jb Yes, that 2 cents e gallon, he has to take care of his 


delivery out of that. That might be just one other 
thing I might make clear td you, that our company has 
not in the city of Calgary adcpted the major oil companies! 
tank wagon price insofar as dealers are concerned; in 
other words we will take a station in town here that is 
split, probably hancling two companies products, wo 
will say the Imperial and our own, if he were 100% 
Imperial he would be making a spread of 44 ocnts ---- 
Yes? 
But if he were handling cur produets he would only be 
making a spread on their line of 35 cents, in othor words 
thoir price. 

Q Just wait, do I follow that, you say he would only be 
making 35 cents? 


Because he is not a 100% account. 


te 


Q But on the Imperial part of his business he would not 
make 4% cents? 
L No, he would make 3: eents if he were in with that 


particular gccount and tmt is 2ne reason why it has beon 
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very hard for this company to get into these different 
accounts because immediately a man, we will say, was using, 
well we will say 76 or Three Star and he wanted to put in 
a rd structure gasoline and preferred our Purity, if he 
put it in, immediately he did that he would have to 
sacrifice a cent a gallon on his other two products. 

We understand that so far as the Imperial gallonage is 
coneerned but how about the gallonage he bought from you, 
you do not give him that 44? 

No,we de not recognize that cont; in other words their 
tank Wagon price in town here on Srd structure was until 
whis recente chance of 4 cenis,®iless- 1 cent a sal ton to 
their 100% dealer account. 

&lso less the differential diseount or the special discount? 
Phere is no special discount in town. Iam just talking 
about the city now, Mr. Frawley. anything outside of 
that probably takes a different angle, a competitive 
discount. 

Well I have here, well I do not know nov, on the price 
List tor the (22nd of June, 1959) Caleary city, 14 Tess 12, 
you do not think thet that 14 less 14 was the price at 
which dealers were sold? 

Yes; puu thelr Gcvo gasoline is not sold in’ the ity of 
Calgary, you will find it is Turner Valley gasoline. 

{nd that is straight 14 without any discount? 

Yes, 1 cent off to their 100% accounts. 

Yes, always that? 

Yes, so any place to establish our price of 14 cents 


less 1 cent, to 100%, we just established our price 13 cents 
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and did not discriminate agsinst any one and we do the 
Same on our miracle, where there is a price of 16% to 
dealers our price is 153 but their 100% dealers get 1 
eent a gallon if they are 100% and if they are not they 
pay 16s but we do not care who he is ---- 

MAJOR TPoORTTs You sell everybody at the 
same price? 

That is it, no discrimination at alle 

would you just give us your general views about that 1 
cent extra to the undivided dealer, whether that is a 
fair method of doing business or whether the retailer 
should be in a position to buy gasoline from aifferent 
sources, the gasolines that he knows his customers need 
or desire; in other words cvcry dealer should be in 
the position that he can buy Imperiel gasoline or 
British Ameriesn Gasoline or the converse, that hoe een 
buy your gasoline and British American or Imperial, 
generally speaking? 


Well of course the set-up of the 1 cent a gallon is 


recognized by all the major distributing companies; they 


go and probably sign the dealers up, some of them for a 
year, others es high as five years and during theterm 
of that agreement no other major company will sulicit 
that man for his gasoline business. He cam solicit 
him for lubricating ois or groases but he does not for 
gasoline while that agreement oxistse 


I know that is tho practice but what I was trying to get 
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Jones 


you is an opinion of your company as tn whether that 
is a practice which should be allowed to continue cr 
whether the dealer should be Left free to buy two 

or three difforent gasolines if he wishcs? 

I think it would be far better for the dealers to 

be able to buy his two or three grades of gasoline; 
there are a lot of the dealers who wuuld do that today 


but cannot. owing. to~this.100% agreoment. 
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You say the practice of creating contracts providing 

for different considerations to undivided dealers should 
be set aside? 

I think so. 

née practice,should not be encouraged? 

Lwilio eve you Bn exemple Jot  10.. ih mean we will be ia 
a better position ourselves after the end of august, but 
at the present time it is practically impossible for an 
independent company to go into one of these 100% accounts 
and sell him 3rd structure gasolire because he has to 
Ssucriiice the 1 cent a gallon on those first two grades 
and on that account he won't deal with you. 

THE CHAIRMAN: If he wants to enter into these 
contracts 4% must be because he thinks there is some 
Bdvyantage in them to him, this undivided dealer? 

Well) of eoerse, the advantase that is put to him is this, 
Pov tee Wel) rou ect Jocent a gallon joti the wamk 
VotcOl ene re  iiterOluarte oa divided mealer vou Conti 

MR. COMMISSIONER LIPSETT: I suppose if he did not accept 
Chisine IMishit be lowe potential tondition of a new sexnvice 
station being put up next door to him? 

Well Se lwo uwot iknow. Ll would not co sso fTar.as Gouwsay 

a threat of that kind would be used. 

Noy CO MOt mean Wit would be out to yhim as 4 threat, put 
there is that competition he might be faced with? 

Tiers ta almweys that vyos'’sibility.. 

THE CHATRMAN ; | I ean see your viewpoint. 

There is als~ the question of freedom of contract, you know. 
“here does the public gain whether they are an undivided 
Or diaidad.. Gan, you ‘bed | me ? 


They don't. it) ts justies Dp ihave salweys pointed out to 
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tne dealer), 10, 15 just piseriminatory. to. him. If he is a 


split account he is simply out the 1 cent a gallon. 


MR. FRAWOEY: He makes for his own pocket the 


extra i cent if he goes undivided? 
If he 2zoes 100%. 

The question might be asked as to whether or not he could 
continue to, operate, af ne, wid. mot get.As cents... It, 
perhaps, comes back to that 4$ cent margin in Calgary. 
Supposing it was 3s cents or would your idea be to give 
them ali, whether divided or undivided, the undivided 
dealer's price? 

Reece 

AS you are doing? 

Yes. 

Do you do that with your leaded gasoline? 

TM) jany, deaicr in Calvary. 

iers ia split sceount,. and you can only get a man to 
take, say, your Miracle? 

We will sell him for 15% cents. 

AS against the posted tank waggon of 163? 

MR. COMMISSIONER LIPSETT: Under the present undivided 
dealer system how do you manage to break into a town or 


point at the present time for your manufacture? 


Well, what we do, Lr. Commissioner, if we try to serviee the 


ordinary dealer in a point where he possibly only takes 
100\er 200 callons, and you could not afford to deliver 
it to him; therefore, our set-ups are like 1] mentioned 
before, combination wholesale and retail stations, we 


are in the town ané@ have our own set-up. 


Does that mean before you van get into a point in thc Provinesc 
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now you have to incur a 2apital outlay to put up a new 
local distributing service in that point? 

That is practically what it boils down to unless a man's 
business is big enough to justify him taking full truck- 
loads. 

THE CHATRMAN: Do you have much trouble with 
that comb*nation system of yours, do you have much trouble 
with deterioration of your products as a result of standing 
in the tanks? 

NO; ir. We just deliver in quantities) of sossibly 1200. 


in 2 ca90e Ol Btnyl we can only deliver: 200 to 225 along 


with the other products. So that we keep our products 
turning over at least once a week, I would say outside 
of the actual Ethyl gasoline itself. Not only that, 


but it is all underground and there is not the danger when 
it is underground of deterioration that there is above 
ground because you have not got a sweltering sun hitting 
on your tanks all the time. 

MR. COMMISSIONER LIPSETT: Supvosing that there is complete 
and sufficient distribution system in existence in the 
Provanes SG the present tine; Assume it is just’ right 

or it may be too mich. But assume that it is just 
Ssurlieient at the present time. Before any other refiner 
could do any business refining he would have to set up an 
additional distribution system, as things are at present 
Le Vil SP roy L ne S's 

I would say yes, because I do not think that there is 
enough what I would term "foot-loose" accounts that any 
other independent could come in and sew enough business up. 


Is that largely caused by this extra cent that is giwen as 
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an inducement to make an undivided @ealer? 


Well, it woild have quite a lot of bearing on it. That 


is more or less an obligation that the dealer has to assume. 


TH! CHaIRiian: You are starting a new refinery, 
at least adding on to your refinery, that will sapply all 
products. How do vou expect to sell it if you have not 
enough outlets. Make additional capital expenditures or 
what? 

That is where we come back again to our jobber business. 
MR. FRAWOLY: How do you mean? 

THE CHL IRMAN: You are not going to job much 
tosthe, imperialeom the) B..A., are» you? 

No. 

Or any of their subsidiaries? 

We will have the independent jobbers that we can look to 
Wines we are. building the, balance, of our organization ip. 


Independent jobbers? 


MAR. FRaWiny : To be specific, who do you mean? 


vhen I sey "independent jobbers" I am talking of the 
artic and the Great West. 

There,.is something, if, you could take the Great West, 
again speaking colloquially, from the British American 
Cil Comoany you could certainly have----- 

It would give us quite a jot of distribution. 

Yes. Would you be content to turning your refincry 
products into his distribution system rather than 
building your own? 

Ob. nox iwe must ,.nuild our own, Gir. hrawley, as the day 
may come when the Great West or the artic would say 
"Well, we don't want any more." 


sure? 
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W. H. Jones. 


and we cannot be sitting there nursing a sick baby. 

You wouli go and you hope then to ultimately get your 
complete line of products on the market through your own 
racilities? 

That is it. 

MR. OOMMISSIONER LIPSETT: Why would the British American 
help you to do that by giving up tiieir own very good 
contract with the Great West or why would the Great Vest 
break their contract with the British smerican to help you 
out so that you could put them out of business. In what 
Way voces “uae Jjouner Nelp you in ihevcase you eivie?y 

The jobber helps us in this way, that we manufasture the 
products and he takes them. 

But why would the Creat West take them for the pursose 

OL DULGtie ip an iorgzanizgation, 4 retalline system of © 
marketing system for you, which would put him out of 
business at tne same time if he loses his connection with 
the British American? 

Well, possibly you would have to offer him some kind of an 
inducement. You would have to give him something better 
than he was getting from the British American at the 
present time in order to swing him over to our side. 

For a year? 

Well, I do not think that any of these jobbers, like the 
Great West and the Artic, would enter into an agreement 
unless it was for five years. 

If they entered into an agreement with you for five years, 
how would that allow you to build up your marketing gy stem. 
At the end of the five years you would be just where you 


are to-day, wouldn't vou? 
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Ww. He Jones: 


Well, there are several angles, Mr. Commissioner, you 
can look at it from. You can be supolging your jobber 
right now and still building up your own organization; 
you might havc to add a littlc more capavity to your 
plent at Turner Valley or Calgary or whatever it might be. 
But having your jobber business you possibly would get 
more continuous runs than you would with just your own 
business. 

Phat is, it/would be a sort of an assisting outlet to 
that in addition to what you would build up yourself? 
Chapa Lant ts 

MR. FRAWLEY: You say you would have to give 
the Great West some inducement to get away from the B. A. 
and so on? 

Wel) prvbeimagime vou would ,.y es. 

That would be more spread for him, but the consumer would 
not enter into that advantageous arrangement, would he? 
Well, that would all depend on what the Great: Fest 
decided to do. 

That is what I was thinking of. You are a company 
manketing apbrand, @ new refiner with your own Lthyl 
contract and making ithyl and leaded gasolines, and I 

ask you the same question again, has the consumer any 
hope or any reason to look to you for some relicf in 
the consumer price of these two additional products? 
Well, answering that, Mr. Frawley, until we get the plant 
actually in operation and find out what our costs are, 

I would not be prepared to answer that question. 

That is a matter of policy. That is leoking too far ahead. 
You do not know whether you are going to disturb the 
Imperial price structure on this No. 1 and No. &@. You 


have not done so with No. 37 
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THE CHAIRMAN: The same considerations obtain, 
whether they think it worth while to have a price war or 
not, ancording to his suggestion on the érd structure. 

I must correct you on No. 3. Take it even before my time, 
they did disturb the Imperial Oil's price on 3rd structure 
gasoline in town here. I do not know whether it was 3 or 
3% eents that our company were instrumental in getting 
that price reduced. ‘hat Mr. Mayland's actiong will be 
on "Q" and leaded gasolines I do not know until we start 
manufacturing. 

MR. FRAVOENY : Of course, Mr. Mayland heave 
very, e000 reason for. reducing, the price, at least he 
had some justification. ife was turning out a stablized 
and treated absorption gasoline? 

Correct « 

Which he vut on the market as 3rd structure? 

Yes. 

And cut the price, and the Imperial had to follow it. 

But that day has gone pretty well, has it not, now? 

Heil pypraces, eseyou will note wever sinee that time, have 
done nothing but go down. 

But tir. Mayland has not got that same weapon to enable 
him to put on the market cheaper gasoline than the ows 
Selling in the wmperial O11 structure, as he was as that 
time? 

No. 


So now, I would not think, if that is the only thing you 
Gan point to - and I am glad you did point to it, of course «= 
bowen what is) the: only thing youcen pornt to, itis) 


perhaps, at best doubtful if your new products are going to 
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W. H. Jones. 


disturb the market? 

Well; until we actually get our runs and find out what it 
is. g°ing to. be it is pretty hard to answer. 

Now, Mr, Jones, 1 woild like very much if you would 
Prepare ang file, within. Scrimeeour's help, and it 
would not be very difficult at all, I am sure, a short 
statement in that form, in the form of the dosument I am 
giving you, showing us the number of stations and your 

Pel lonere end so on. Jt is merély a convenient form of 
setting up the situation. if you can do that for im 
and come back the first part of the week and file it 

I would be very glad. Now, another question, do you 
assist your agent in financing the purchase of a truck? 
tuwCO NOt think we neve Nad a case of that yet. 

You do not know what your policy would be then in financing? 
Well, with the Limited amount of capital we have, Mr. 
Hrawley, we are certainly not going to, if we can possibly 
get away from it. 

You mean that if your agent in Boisckcrwho delivers 
petroleum products to the farmers in that area does it 

in a truck which he purchases and finances on his own? 
Yes. 

ind thet is the cease for ah] your stations? 

Yes. I é> not think we have anywhere a situation 

that that exists. 

Do you sell to what are commonly called “commercial 
econsuner accounts"? 

What would you term that? 

Well, the Union Packing Company would be one, perhaps? 


Yes. 
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Yves, and they buy from vou at what? 

The Union Packing Company's price is 13 cents a gallon. 
When you say 13 cents, what product? 

Purity. 2rd structure. 

in Calgary? 

Yes - 

Thats wie posten price of Purity? 

tec 

Well, in other words, you mean your consumer accounts do 
not get the 100% price? 

Yes, they dc get the 100% price because the Imperial Oil 
Company's price is 14 cents. 


Your Calgary wholesale price on Purity is 13 cents? 


Correct. And the wholesale price of Imperial Srd structure 


Now, take Miracie. What is the Union Packing Company's 
price on Miracle ? 

15= cents. 

That is the game price you gel] to the dealer? 

Correct. 

In other words, the commercial account then gets 1 cent 
off the Imperial posted tank waszon, put it that way? 
Gorrect.. 

It is your posted tank waggon, as I gather. I may say 
the posted tank warron in Calgary is 14 cents by the 
Imperial? 

1 cent less than the Imperial price, 

You do go directly to the A. B. A. price and you make 
your basis that? 


Yes. 
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Set 


In Edmonton, for instance, you have, through Associated 
Wistributors, you have a plant in Edmonton? 

Yes. 

and the Union Packing Oompany, I suppose, buys from you up 
there? 

No, I do not believe ede do. 

Bad managemcont there some place? 

Maybe I should correct that a little bit. I believe they 
Only have one car and he possibly buys through the retail 
end. 


inyway, throughout the Provinee wherever you have commercial 


consumer accounts, you sell him at the sae price you sell 


to dealers? 

Yes. 

And do you assist him in purchasing the equipment that he 
needs to operate his, to use his gasoline in wholesale 
quantities. In other words, tank and pump? 

Now, (youvare, wmeterring to the dealer? 

No, I am referring to the commercial consumer account and 
ncthing else. 

We have not any of these commercial accounts in the country. 
You lteve none like that? 

THE CHATRMAN: Outside, “ort the Union. 

MR. FRAWLEY: Does the Union have its om 
facilities? 
The Union Packing Company have their own pump and tank down 
there. 

That is one anyway? 
Yes. 

And they own them and operate them themselves, do they? 


To the best of my knowledge, yess 
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W. H. Jones. 


Without any aSsistance from you as the supplier? 

Yes. 

Matis my point? 

Leer 

You are aware many commercial consumer accounts purchasing 
their requirements from the major companies have to buy 
from the major companies the equipment necessary to use it? 
Yes. 

A tank and a pump? 

Correct. 

But you have none of those, that is all? 


+ 


Not of ‘commercial accounts that I can think of just at 
the moment.) Werhave) several dealers that way. 

Oh,yes. Well, dealers. Then you do give some----well, 
I have, some further questions about that? 

Yes. 

Now, you have already discussed with the Commission the 
steel barrel situation and you Imve said all you want to 
say about that? 

Yes. 

Whet is your company's estimated per gallen tank truck 
haulage, both long and short hauls? 

I haven't that figure made up. 

You could let me have that? 

Wermayiwesable to. But all ourlihauling is» done. by 
independent truckers. 

What do you pay them. Some companies told us they pay 
them 10% under the tank car freight rate? 

Wetnay Lelwork ours out om ihe basis of; 1 thinkert) is. 
eenis & running mile per 1,000 gallons. 


Would you rather consider that, or can we take that as your 
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W. H. Jones. 

answer now? 

NG; I would like to considér that. 

If you will make a note of that then. Whether it is 8 
cents a running mile per 1,000 gallons, or whether it is 
different on long or short hauls. Does your company 
have any third party leases in the operation of service 
stations? ‘hen I say "third party leases", locations 
where you rent from the owner and then lease to your 
operator? 

We only have one; I believe; of that nature, and that is 
our new stand on Centre Street. The property belongs to 
Mr. Mayland and we are leasing it from him. 

Ano your are re-Leasing 1% tot 

To the operators of the station. 

Now, do you collect as much rent from the operator as you 
pay the owner? 

Well, that is a very hard question to answer until such 
time as we have had the figures on the year’s gallonage. 


The reason I am asking that question is that the major 


companies, most of them---- ¥ 
THE CHAIRMAN: How would gallonare affect it? 
Because it is rented out on a gallonage basis. 

MR. FRAWLEY: Who pays the taxes? 

THE CHATRMAN ¢ Vnat is that, we have not heard 
of that, have we? «A gallonage basis of rental? 

MR. FRALEY : I think, with respect, it does 


not make any difference. That is how they pay their rent. 
It is only a method of paying their rent. You must 
determine some amount you want to receive from that station. 
THE CHAIRMAN: The witness does not suggest 


that. I could umerstand if that were so. 
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W. H. Jones. reek fe 


MR. FRAWLSY: as Mr. Cottle, who has studied 
this thing, says in some places they charge the operator a 
certain cash rent per annum or per month, but in a great 
many cases they simply charge him so much per gallon. 

It he has a large pallonage he pays more. If he has a 
smidil galtonage he pays less. They do that without any pre- 
determined---- 

THE CHATRMAN: The more business he gets up 


POEs iis rete. 


MR. FRAWLEY: YCs, Mey is on 4.callonage’ bagi, 
Now, Love's service stetion----- 

TH CHAIRMAN: No setvrental at allfry 

MR. PRAWLEYs No. I am wrong about that. 

NO sey  (renvad. No predetermined amount they desire to 


Seu 1Ur, wie, use of Uhat property. 

Whether it be that amount or any other amount, you are 
Cialewie Wis mean Tracbion Grea cent a callvony 

1s cents per gallon. 

Rental? 

Pe LOE eb 

Is that all? 

Yes. Well, he pays us 2 cents a gallon on his lubricating 
Ofls* but that would only be a small matter in the year's 
business. 

You stand all the expenses---well, no, the only expense 
you stand is the rent you pay Mr. Mayland? 

Utah tos vault’. 

And he stands all other expenses? 

Yes. 


a 


THE Cita ITRMal Does Mr. Mayland rent ona 
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W. H. Jones. 


gallonage basis? 
MR. FRAWDEY: To you? 


No, his rental would be monthly to us. 


THE CHAIRMAN: Cash? 
It is s money rental, yes. «a Tixed amount. 
MR. NOLAN: In advance? 


MR. COMMISSIONER LIPSETT: And that rental, I suppose, is 
taken from his commission, from his discount? 

Mr. Commissioner, we just simply invoice his stuff at 154 
cents. The rent is 1$ cents a gallon and if he buys 200 
gallons his rent is $3.00. 

THE CHATRMAN: You take it out of his commission? 
No, I would not say you take it out of his commission, 
because you are selling him as @ straight dealer. 

MR. COMMISSIONER LIPSST?: He does not get 2 cents? 

Oh, no. Not the service station here in town. He pays the 
straight tank waggon price here, our established price 

of 154 cents, and then we charze him in addition to that 

*% cents a gallon for rent. ‘Je arrive at a figure for a 
station and we figure the first year he will buy 50,000 
gallons and his rent, therefore, is: $750.00 that we get back. 
MR. FRAWURY ; Ll might call your attention te 
this, Mx. Scrimecour, in his Exhibit "538" has attempted to 
show what you rade on the various products, whether you 
made them or bought them or jobbed them. On Miracle and 
Ethyl, which are your jobbing products, you made a net 
profit of almost 1 cent a gallon. ~oTgos 

Les. 

On the sales realization method. In other words, you paid 


Maple Beaf 12.2420 cents per gallon and your expenses were 
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W. H. Jones. 


2.5835 cents per gallon and your selling price was 15.50 
cents. There is your 154 cents? 

Yes. 

Exactly 15.5054, and you made a net profit of .8799 cents. 
it You had dealt giréctly with the Imperial 011,. 1 do not 
know whether you would have or not but if you were given 
the same terms as were given to the Union, the Canadian, 
the North Star, and the Maple Leaf itself, you would have 
Heensa Little better off, Mr. Jones? 

Yes, I would say that, ifr. Frawley. 

Because right away out of the 5; cents you would have 

Mae ressecivinas by gbont Wal’ 6 cent. So you would have 
been making almost ly cents a gellon on the two branded 
gasolines? 

Well, that is the way it would look theoretically. 

Yes, I sups0se you would just have kept that ‘extra profit. 
You would not have brought jown the tank waggon price 
another cent, would you? 

Well, as I say---- 

TH CHATRIAN : Obviously that is a matter of 
policy that Mr. Jones would not determine. 

It would be such a small amount I do not know whether it 
woulu have eltered the price or not. 

MR. FRAWLOY; Now, do vou finanee any other 
dealers who do not rent company-owned stations, and if 
so, to what extent? 

Finance them in what way? 

In any way? 

Yes, we finance equipment. 


You sell them equipment, all kinds of service station 
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W. H. Jones. 
equipment? 
Not all kinds. We confine ours outside of two agencies 
where we finance air-compressors, all of ours is confined 
to underground storage tanks and pumps. 
And you will give them up-to-date electric -umps, I suppose, 
finance them for the purchase of those? 
Yes, whatever they desire. 
Do you charge them interest? 
No. 
No interest, and what period of time do you give them to 
repay? 
We determine that. ‘Je will take a dealer, figure his set-up 
may be worth 100,000 gallons a year, take the amount 
of his investment and we may let the thing run for two 
or three-years at half a cent a gallon, depending on what 
his gallonage might be end the amount of money involved 
in Lt. 
Now, Mr. Jones, what is your attituce towards fixing a 
dealer margin? 
MR. COMMISSICNER LISSETT: Before you pass from that, 
when you get this half cent a gallon to pay this financing, 
does tmt go on till only the capital is said back or 
does it go on until the capital plus some additional sum 
is paid? 
Well, what we usually do, just to sive you an example, 
if en uuderground storage tank were to cost us $100.00, 
in place of charging that man interest we would probably 
charge him {120,00 or {3125.00 for the tank and it would 
take care of any interest or incidentals that might come up. 


+s goon as you mention interest to a man he will say 
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"Oh, well, I can get it off somebody else without interest." 
Your best method of approach is to put something on to your 
price to take care of that. 

Oo you really do not give him the equipment at cost price 
without interest? 


No. You cannot because you have very probably other 


little items to take into consideration. 


(Page 12,349 follows.) 
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And over and above all that you charge a profit which 


takes care of the interest? 


MR. FRAWLEY: Mr. Jones, what are your 
views on fixing the dealer margin, should the dealer 
margin be subject to recommendation by this Commission 
or should the margin be just what the traffic will 
bear, So much in Calgary, so much in Edmonton, something 
else in Lethbridse? 

What do you mean by the dealer margin, Mr, Frawley? 

The margin between what the dealer vays and wiat he 
Sclls'* it at, the canopy spread it is sometimes ‘called? 
Well I have not had any tixe to sive that much thought, 
Well to what extent are you in the retail business 
directly-or indirectly? 

Well we are not in the retail business, 

Now that new station we have just been talking about 

Oe ens woot ware vou iutenested, do you take ‘an 
interest in the price at which that man sells to the 
public? 

NO» 

Not at all? 

No. 

Now that is just what I want to examine, you are per- 
fectly unconcerned about that, if he wanted to op- 
erate tomorrow on a 2 cent spread and nut a biz sign 
on his pump that he was offering standard gasoline at 
18 cents instead of 20 cents, to the public of Calgary, 
what would you say, Water support that and say that 


was a fine idea or what would you do about it? 
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Vell in the first place I do not think he could, you 
know, post a orice of that nature, 

No, but if he thought he could, you say he is free to 
do what he likes, if he thought he could do business 
on that margin and started to sell at 18 cents, would 
you take any stens to nrevent that? 

We-woultd not have any control over it, 

Oh well---- 

I mean we might---- 

aAttervall ifeyou ate financing him, “fF you are finan- 
cing him if you are financing him in the purchase of 
some equipment or some pump, you have something to say 
about the way he overates his business? 

That station does not apvear to be overated that way, 
Lverything te there and he ovays for the goods he gets, 
Then let us get away from that station, any station, I 
just want your general views about it, take all the 
stations in which you have any financial interest, 
even by way of loaning equipment or selling equinment, 
and other stations where you have no interest at all, 
what are your views on the dealer margin, it 1S a very 
important part of the business of this Commission? 
Well I think myself that it is a question that the 
dealer can answer a lot better than I can because 1 
have never overated one of these stations and 1 do not 
know actually what 1D COSts, 

I see, ‘Yhat do you think about having two or three 
prices, consumer »~rices at the service station, more 
than one I snould say? 


Well why would you want more than one? 
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Q Well we are certainly going to hear about that I imag ine 
from Mr. Plotkins. You know the difficulty which ex- 
isted last Spring in connection with the so-called 
violation of the regulation, in that Mr, Plotkins! stations 
eStablish more than one consumer price, one to the or- 
dinary motorist, one to the commerical vehicle ami so on, 
you know that situation, what do you think about that 
or have you any views about it? 

A I would Jike to give it some thought first, 

Q You might bear that in mind and come prepared to discuss 
something about the dealer margin, Nowhss your company 
got any credit card servide? 

A No sir, 

Q Are your commission rates to bulk plants overated the 
Same in all cases? 

A Commission to our agents? 

Q Yes? 

A 2 cents a gallon, yes. 

Q), Now does your comoany feel that the distribution of 
gasoline through service stations is sufficiently ad- 
equete to. justify no’ further’ licenses? 

A You mean in the Province? 

Q Yes? 

A Oh no, I do not think that for one minute. 

Q You want---- 

A I mean we are an organization that is just growing ond we 


want a free hand: to eo into any part of the country of 


Province that we desire. 
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A. 

Q You want lots more licenses? 

A The major companies have their set-ups,it is quite true 
when Mr, Miller was on the stand he did not think there 
should be any more but there are the other com Danies 

that. are growing un, 

Q, Ee did not think there should be any more but he is doing 
some expanding on his own. tlowever , your view is quite 
the contrary and not only for you, I suppose you think 
there should be no restriction? 

A No restriction whatsoever, 

q To you or the Imperial Oil or anybody else? 

A Hos 

a) The Standard Oil Company of California? 

A Brin,; them in, let them come in, that is vhat we want, 

A) Now then just let me repeat that, that is what we want, 
who wants that, the marketer, the refiner or the con- 
sumer ? 

A L am speaking for the public. 

#) The consuming public? 

A Yes, 

Q You say that is what the consuming »dublic wants and how 
is the consuming public going to benefit from more re- 
tail businosses? 

A Well I am not suggesting it at all from that angle but 
I suggest that you bring all this ca vital into the 
Province you will make the Pm vince that much better, 

Qo Make the Province that much better? 
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2 Capital that goes invo the new service stations, that 


is so, but the gallonage of the Imperial Oil is di- 
minished,the gallonage of the British American is di- 
minishedlet us stay with the Imperial, what could the 
imperial Oil Company do then to bring down the sell- 
ine OL ce When. Eas diminiehed like that? 

A It is ali a matter of what vercentage of business the 


imperial eOL Ti eures Ate shore (in the Province, 


Q You mean there is what they own? 

A Ross 

Q ihat they have 4 patent on? 

A IL think they have had a monopoly on the business long 
enough, Now let us give somebody else a chance, 

Q Let us say the Standard O11 Company of California, they 


take away a lot of gallonage from the Imperial? 


A Yes, 


OQ Your combany erows and you take away gallonage because 
after all you get back to that, you are taking away 
eallonage from the big companies? 

A TOs. 

0 Then the Imperial will say "ell you cannot look to us 
for any reduction to the consumer, in the consumer 
Orice, #that is what they will say, you are diminishing 
our gallonage and are putting our costs up, you will 
have to look elsewhere for a reduction? 

mt You might run into that one, 

Q MR, PLOTS : iD, @reawle yy tie 
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evidence is not that way, that we take it away from the 
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Imoerial, the Imperial gallonage is crowing in spite 
of all this competition. 

MR. PRAWGEY: That Will pe Taine, you 
say the Imperial can increase its gallonace in tle 
face of new licenses being granted right and left. 
However, we will probably have a lot of views about 
that from .Mr,Plotkins, However, you do See some 
benefit then to the consumer in areduced »rice and 


that will be one of the results? 


LU MLent, bey 

Indeed it may? 

MAJOR LIPSET?T: Does it not involve more 
cost in distribution if you out another 100 or 500 dis- 


tributing centres in this Province, has not the -ro- 


Vinee to pay for that? 


I would not Gay SO necessarily, Mrs Commissioner ,: be- 
cause r ea of whether we out them up or whether 

we d6 not, the Imperial O11 prices are posted and the 
prices in almost every case are determined by the 

Sr ie Of, crude in, the, field, 


TUE CHAIRMAN: | "Tell is that so now, is 


tint WD v'— date MAS \ © 


of 


tin U.S0, aS crude coss up, “© price of easoline has 
eone down, has not the price of crude gone down also? 
Well every allowed orice of crude has gone down, the 
reduction in the outlet is reduced, the orice is re< 
duced by that much, and your freight rates have changed 
which have token up the balance. 1 have not fisured it 
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MR, FRAWLEY: Just approposof that, 

I wanted to make a remark this morning, Mr. Chairman, 
the Imperial is on the eve of posting a new orice 

BU Oy Vircue Ol the Tact that the Imperial) has dis-— 
claimed any interest in the service station price, 
consimer price, there 125 no assurance at all,-tiet is 
something which has to be very carefully looked at, the 
imperial brings down, for the sake of this statement 

OF Mine let me say that the new orice in Hdmonton will 
be 19.4 cents posted tank waggon, it is 19.5 cents for 
three Star Gasoline now, that is what the dealer in 
BOMGntOn, Ghatviis the new operation, the dealer in 
Edmonton has to say the Imperial O11 19.4 under the new 
set-up, now is the Edmonton motorist going to benefit 
by any part of it, and that goes back to the suggestion 
I made the other day to Mr, Halverson or Mr, Miller, 
for the sake of Seeing that some of these things are 
done, the ultimate consumer, to see that the ultimate 
consumer got the benefit of 
gested that they might very well so into the service 
station business just by way of a resulatory business, 
HhOve br eywooO he Ling, because you cannot get anything 
from them, they own stations and they rent them ana they 
disclaim any interest, just as Mr, Jones is doing, in 
the, supposing the tank wagz%on orice, sudposing you had 
this new station of yours in the City of Hamonton, the 


orice goes down to 19,4, would you do anything to see 
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thet he passed that on to the consumer? 

No, we would not be materially interested in it, 

No, you would not care at all, and it might be that 
it is just putting an extra 1/10 of a cent a gallon 
into the pockets of the dealer? 

Teor 

Me PLOTTING : In practice it will not 
work out that way. 

MR. FRAWLEY: However , now, Mr. Jones, 


you have a note of the two or three points and that 


completes Mr, Jones! evidence, 


bine LOLI. ? Il have one question I 


wouldlijike to ask) to clarify this very point. 
MR, PLOTIING : Mr, Frawley made mention 
that if you were dealing on the same basis of the 
other major agencies and received an. extra half a 
cent, thas that would be added profit, in. your exper- 
lence wnat would you do with that half a cent, be frank 
about it? 
THE CHATRMAN: If he had the handling 
of that half cent. 
TMUe (ae OC a. Yes, if you had an’ extra 
half cent margin what would you do with it? 
Well I do not know, 1 would prefer our accountant to 
answer that question, 
You are in the business handling this? 


ME COATIRMAN: You would go and see Mayland 


if you 20t an extra Half cent, 
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MR PLO TRING I suggest to you that 

the larger the m rgin the more money available, not 

a half.a cent but so many thousand dollars which is a 
half cent multiplied by your gallonage, that it is used 
tc go out and get additional business? 

it could be used for that purpose, 

Well is it not usually used that way? 

Yes. 

Yes, so that no matter what the margin, the wider tt 
margin the more money that is spent in getting business 
am adding to the cost of distribution? 

THE C.ATRMAN: And if so, the consumer 
cannot hope for anything, 

Rik. PLOTKINS: That is the point, 

THE Cl ATRYTAN : Liat os Our pont. 

VR « PLOTRINS : | that is from the whnole- 
saling. Now that applies to the oi1 companies in hand- 
ling the distributins margin between the cost of the 
reiunery, that as the refinery cost and the selling 
cost to ae dealer, is that nov correct? 


Yes, 


control wver thet ‘spread, has at? 
Not to my knowledge anyway. 
No, so the average dealer not being organized and not 


knowLng what his costs are on an average or not being 
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10 
able to determine his costs, you will agree with me 
that he cannot determine his costs where he carries 
on a varied business and where zasoline is not the 
major item of revenue; in other words, the average 
dealer does not Keep 4 complicated set of books to 
anportion the cost between the different »roducts? 

A Youare referring’ to wiere he has three or four bus- 
Ine sces ATL one, 

2) The average station has the sale of gasoline? 

A YOS% 

3 ne sells olls; repaire, Sale of tires, accessories anda 
maybe coca-cola on the side? 

A Yes. 

My SO Beet ne heasyeevariedcysource ‘at revenue? 

A YSSs 

a) And to your knowledge is not the average service 
station, as we understand that term, wiere the company 
has élaborate, I mean the complete service station, and 
leases it to the dealer, that dealer usually des not 
depend on the gasoline margin to operate or to live on, 
does he? 

A No, he has to tie the whole thing in, 

) In fact he cannot exist on gasoline margins alone? 

A Mot unless he had a volume large enough to take care of 
Gis 

Q But under oresent existing cincumstances, are there very 


many that have sufficient volume to vermit them to live 
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on the gasoline spread? 

I do not think so, 

So that the average dealer, not knowing his cost, but 
knowing his spread, he knows that? 

Yes. 

All right, and hoping to attract other business that 
is more profitable, such as car repairs and greasing 
and selling of tires and accessories, what does he 
usually do when the price is reduced to him? 

On the gasoline? 

Yes,on his gasoline sales? 

Well imnearly almost every instance that I notice, if 
Pomasioec “lattes cent & gallon or 8 cent 4 gallon, 


the reduction has been passed on to the public. 


He usually reduces his price? 

Yes, 

Competition with other stations forces him to do that? 
Yes, 

So the public does get the benefit of any Drice red- 
uction? 

In most instances. 

So it has an effect on the posted tank waggon price? 

In almost every case, yes. 

Now that does not always apoly in the country, does it 
BiLetwieuiis urue of the City? 

Well I do not follow the country very much, Mr, Plotkins, 
No, but it is absolutely true of the City insofar as tre 
retail gasoline price is concerned? 


MR. FRAWLEY: How do you mean, does that 
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senerally havpen, 

MR, PLOTKINS : It is always the case, is 
it not, in your opinion? 

No, it is not because the last half a cent reduction 


that took place in Calgary was not passed on tn the con- 


sumer, 
MRs FPRAWLEY: we have you rizht there, 
Mes BPEOTEKING: There was a reason for 


that, was there not Mr, Jones? 

Obviously there must have been a reason, 

Yes, now what is your experience with the 4: cents a 
sallon, Is it.«pnrofitable or can you operate a service 
station onta 45 centiav-g@allon svread if you had to carry 
the @uipment and the property and vay yow bills normally? 
W611 I cannot answer that for this, unless you give ine 
some kind/of a gallonage that you hope I could put 


through that station. 

That is true. Now with the average service station, you 
know what the averagé service station sales are in 
Calgary? 

Yes 

What is it? 

Well we have some as high as 100,000 gallons. 

I mean the average? 

Oh I would say the average for the City might be be- 
tween 40 and 50 thousand. 

AO and 50 thousand? 

Gallons per year. 

That would be around 150 gallons: per day? 


Roughly. 
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Q And that is recognizing last year's average? 

A Yes, 

a) So that on the 4g cents spread and forgetting the 
other services, ho service station operator would 

XL S07 

A Not on that spread, 

MRe FRALEY: Theat 2s very Bad in 
Edmonton where it is only 3 cent as against 44 in 
Calgary, 

“i Ws se LOrRINS Eave you any knowledge 
of an association between the service stations, existing 
now between the service station operators in Calgary, 
to retain the benefit of that 1/2 cent, and not being 
able to make any profit on the 4% cents spread or 4 
cents as it existed before? 

A No I have/not heard anything of that nature, but I 
believe there is a service station men's association 
in the City. 

A) Yes, 

fi And if my memory serves me right when that last half a 
cent reduction came into effect there was one or two 
that reduced it and I believe from just conversation I 
overheard that they got together and said Mell the re- 
Giction is hot eine to 20 into efrect”, I think that 
was canmon knowledge, 

a) So that it was as a result of considered action on the 


part of the service station operators and in that case 
the reduction was not vassed on? 


A tf would think so, 
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Tht CELA TRAN : anything more at the 
moment from this witness, 
MR. FRAWLEY: No, that is all, thank 


you very much, If you would make a note of those 


things we wish, 


Ti CHATRMAN: any questions, Mr, Nolan? 
MR, NOLAN: NO Ulan fous) sais, 
Pr i Ge ALAN: Now are you going to call 


My Kemp, are you solne to finish with this company or 
what, 
MR, FRAWLEY: I might better finish 


With this company. wiry khemp 1s in town, 


MR. SCRIMG HOUR : Mir, Kemp is away for two 
weeks, 
MR, PRAWLEY : Then we will have go to 


on with Mr. Plotkins. 

MR. PROTEINS + ol Camiot goon, Domorctow 
morning ac 1.am soing to. be on the Arbitration, 

MR, FRAWLEY: We will go on with the 


Becker Company then, 


THE CrlATRMAN: You will be ready with 
something, 
MR, FRAWLEY: Oh yes, Mr. Chairman, 


(The investigation was here adjourned to be resumed at 


Cede cSt.) 
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THOMAS LOGIE, having 
been sworn, examined by iir. Frawley seid: 
Mre Logie, you live in Calgary? 
Yes, 
Where are you employed? 
The Lion Oils, Limited. 
in what capacity? 
Chief Accountant. 
You are a chartered accountant? 
No, I am not a chartersd accountant. I served my 
articles for a chartered accountant. 
You are not a member of the Institute? 
NG Sirs 
Now [ show you a document. what is that please? 
This is an interim report on the refining operations 
of the Lion Refining Company for 19288. 
iunRe FRAWLEY: a offer that as an 
Exhibit, tir. Chairman. 


(DOCUL.ZNT PRODUCED HinE — 
iARKED AS EXHIBIT "542") 


Rs FRAWLEY : Lire Logie, why do you 
call it ai interim report on the refining operations 
for 1948 of the Lion Refining Company? 

Well wnile the costs are as complete as we can get then 
in total, we have not madc a 30mplete preak-down of the 
operation, such as wages and basis of wages and so on. 
wukie PROTEINS : wight I qualify that. 

The position we are in, my Lord, is that I have attempted 
+o break down our operations so as to get definite costs, 


not only of refining per gallon per product, each dif~ 
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ferent product, but also we are now gning to attempt to 
break down our sales operations so as to get definitely 
the realization from each product and that entails work 
of five people for six weeks and we are going to start 

in as soon as the Board is on holiday. Now that is quite 
a considerable expense~~-- 

THE Cis TRNAN : The Board is not hoping 
for a holiday. 

WRe PLOTIINS: Well =I hope so because we 
have some work to de besides. 

THe CHAIRMAN: We are going to step publis 
Hearings for a while. 

wmRe PLOTKINS: Yes, that is what I meant. 
THH CHALTnAN: Counsel at leaet is en= 
titled to a holiday and that includes you. 

MR. PLOTEINS: Well a holiday for me means 
work in my owl business. I feel that even although the 
expense is considerable for us that it will give the 
Commission figures that [I do not think anyone else has 
presented and that is it will give you a break-down per 
product, definite price, applicable, or the cost er re« 
alization, applizable directly to the product so that 
there will be absolutely no disvute by any accountant or 
anyone.eise as to the facts» Now-when we get that, T. 
believe then the Commission, at least sc far as our own 
operations are concerned, will have something to base 
their judgment on as to the relative position of our 
company in the matter of gost, the distribution of 
revenues, the various costs, to weigh against other 


30mpanies' operations and for our own purposes too, it 
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may give us information which we do not have before so 
that it will be well worth our while. 

Now another thing, the 
reason we call it an interim report too is that in the 
matter of marketing, while there has been considerable 
evidence given at the Inquiry so far, the underlying 
Gauses Of price variations have not been disclosed and 
I am going to make an atteapt to show all the factors 
that influence price and what I have in mind briefly is 
this, we have been told for instance, the Great Weat 
Distributors sells at .basically tank waggon price; that 
is correct but what we have not been told is that not 
only the Great West Distributors but numerous other 
companies, the tank waggon price is only a biusisand other 
matters, other items, intervene with different conditions 
that have an effest on reducing that tank waggon price 
according to competition as it presents itselr from place 
to place and from time to time and what I have in mind, 
one particular methoi which has been pursued for a number 
of years, you see the fear of ourselves ard the Great West 
Distributors and the other smaller companies is a price 
war because we know definitely that we cannot face a price 
war. we have not the resources. We have not the pos- 
Bibilities of weathering a prize war so that the aim an¢ 
purpose of every experienced marketer is to show a trend 
of tank waggon and co endeavour +> sell his products and 
mest the competition of all other companies through sub- 
terfuge, sush as freight allowances, La sGhe norm. Bor ins 
stance, I have one partisular case in mind that caused a 


Lot of troudle between us and the other companies in the 
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last two or three years since the development of the 
trucking transportation all cver the Province it has 
been as has been shown, there has been a difference 
between the ccst of delivering goods by truck and deo 
livering it by tank car and thet difference has been 
reflected in price cutting or at least what the Imperial 
Galled price cutting because the owner, I mean the 
dealer or the purchaser of godds for resale, he did not 
take intc consideration the freight rate, all he took 
into consiieration in arriving at the sale price in his 
own distrist wes his cost: that is tho way the normal 
man does it, so for example we will take a point 50 
miles out of Hdmonton South Hest. The freight rate is 
to Hdmonton and back to that point, but the truck cuts 
off considerable. Now vhen cur dealer who buys on an 
F. 0. B. refinery basis wants to sell in that district 
he disregards the freight rate, which had the effect of 
raising the price @ cents, and he sold on his cost plug 
& reasonable trucking charge and that trucking charge 
was not set by him only, it was set by competition of 
other truckers in that district and the result was when 


he scold to the farmers hie prise was 2 and 3 cents be- 


low the established Imperial price «at that point and 


dmmediately onr dealer and curselves were acanaaAh of _ 


price CUTTING - Well we wexe making plenty of money on 
our basis. We were making a good profit. The dealer 
was making a good profit and the farmer or consumer was 
getting the benefit of the price as reflectod on an 


F. O. B. refinery basis plus the cost of transportation, 


plus a reasonable, I call it profit, the Imperial calls 


oF oS ’ oh de, 


‘o sw jot 


‘t -ai bet it 


‘ 


etoultet 


acl) erat i 


eS 


i sidqineaer B 
' “ei ae J 


Mae 


T. Logie 


it commission. 
Now in the case of the 
Great West Distributors for instance they had a point, 
Lam giving that as an illustration and that is the 
thing IT am going to have to deal with in detail, at a 
point 50 miles South Hast of Hdmonton, therefore the 
competitive price was 2 cents below, and what I mean by 
competitive, our price, our dealer's price and other 
companies who have deaiews situated or marketing in the 
same way to the Great West Distributors, their agents 
sold, and the tickets will show tank waygon price, no 
doubt about that, why, because iir. Mackenzie does not widh 
to start any price war any more than TI do but after ppc 
into the matter with ilr. iwacKenzic, when I complained that 
his man was doing this and that, I put it up tc him that 
possibly he was giving a freight sllowance. First he 
denied it and then I think correctly, he did not know, 
but afterwards in digging intc his office he found an in- 
voice or at least a charge 2.4 cents per gallon freight 
allowance, which meant that his tank waggun, the ticket 
that it was sold under, did not mear anything. It was 
that vrice less 2.4. Now it is things like that, and that 
is only one instance end on one occasion. There is going 
to he hundreds of theses typical things because it just 
takes ingenuity to figure out new ways of doing it and 
everbody has his own way of doing it and when l deal with 
these things the Commission will then have a better fer~ 
spective of the price situation and may come to a different 
conclusion because we have the iiaple Leaf, we have the 


Canadian Cils and we are told they are dummy companies, 
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we are told this---- 
uRe FRAWLEY: Who saia that. 
niRe PLOTKINS: The press says that hir. 


Jones said that yesterday. 

THa CHATTAAN: You say "We are told this", 

and "we are told that". irs. Jones spoke of dummy set-ups 

yesterday. 

wiRe PLOTIINS: the facts are thaw Luis 

true, on the face of it they 49 not compete but actually 

they do compete because even the iiaple Leaf has ways and 

means to meet our competition, Great West competition, 

somebody else's competition, even although the tickets 
the sales tickets, the invoices that iir. Frawley can get 

and somebody else can get, do not reflect it, so it is 

these things I am going to deal with later on and it is 

going to’ mean quite a lot of work because I am going to 

try to substantiate these things if I can and that isa 

why we call this an interim repovt and when I get this 

other before the Commission, our ticket shows what we 

sell, there is no rebate and no one hundred and one 

other devices. 

THE CliaThuAn: Thia may be @ very intereat-— 

ing discussion for this Commission but equally we want 

it useful to us and to that end we want it examined by 

the Commission's expert as you can readily understand. 

ike PLOTEINS: ; Yes> 

THe CHATRMAN;: If they subscribe to it 

it has great force and if they criticize it you want to 


have an opportunity of answering their criticisms. 
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MR. PLOTIINS: That is correct. 

THER CHALRMAN; Now with those consider- 
ations ir mind and bearing in mind that we all want 

to be done, when do you think you would have that re- 
port, what you would term the final report? 

hike PLOT KINS: I have unfortunately tc 
attend what we call an arbitration case. We have been 
at it for weeks also and I foel that that is going to 
finish today or tomorrow and after thet I figure 4 wonth 
because I cannot work at it steadily, unfortunately. 

THE CHAIRWAN: Well iire Frawley, what hir. 
Plotkins is now saying is unquesticnavly of interest. | 
He says he will moke a new and different approach that 
will provide us with information which we have not had 
here tofore. Well now we welco:e any such attempt 
whether it is successrul or not, that remains to be 

seen but we welcome certainly the attempt. Now there is. 
the practical question of time, which 1 was just putting to 
ive Plotkins and what have you to say about that? 

itRe FRAWLEY: I certainly welcome hir. 
Plotkins' attempt and I hope I will not be misunderstood 
when I offer a slight oriticism, that ur. Plotkins is 
bringing it now to our attention for the first time and 
we have been, when wir. Plotkins has known he was expected 
to make a submission with respect to his refining and 
marketing operations for a good many weeks past, but that 
is done, we will face the situation as we have it, I 
certainly want to have the Commission, the Commission 


can certainly struggle with this alone of course but I 


want to help the Commission by having tir. Cottle ant 


Dr. Frey apply their minds to it. 
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TE CHAIRMAN: Mr. Plotkins says he has 
seen everybody else's approach, as I am appreciating his 
position. He says "You have that right now, or something 
just as good, but I am going to do sonething that is more 
comprehensive." 

MR. FRAWLEY: As) Understend Lt: is 
something in the light of the evidence ro have heard, 

Ta CHAIRCAN: Yes, he says "To do the 
same thing on my part would not give the Commission a 
true picture, and I am ming to make an effort to do 
something else," and that should be encouraged and not 
discouraged. 

MR. PRAWLEY : Po, De “pert sctly taux, 
berhaps my criticism is not of very ereat force, 2 mean 
as to his being late. My position simply is Doctor Frey 
Has ea great deal. of work to dO with Mir. Cottle end 2t7is 
almost impossible to say how soon he would need to have 
Mr. Plotkins' position. But I would suggest regardless 
of whether the Commission is sitting or not, I would 

like to have Mr. Flotkins' survey completed just as soon 
as possible and sent off to Doctor rey and sent to 


Mr. Cottle,’ ih anticipation of its..being submitted... Because 


after all merely submitting it can be done leter. 


1% CHAT RMAN : There can be no objection 


ee 


tol that, Mrs Dlotkins’ 


OO OTIS: No, and I will do my best, 


taking into consideration the fact I have to do work, to 
meet the wishes of Counsel to the Commission. 


T would ask when you will 
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Ge ready to give that to the Commission. The Commission 
must stop some time. Mr. Justice acGillivray cannot 
remain on this and: that is the case for all cf Us; .en0 
Major Lipsett, too, for that watter. ‘we have more or less 
Of 8 deed-line. We must get it into the hands of Mr. Cottle 
and Doctor Frey, within say, at the very latest, three weeks 
from now iti you can possibly do. it. 

MR. PLOTKINS: LPG oe AW eke) my best... Pais 
would not have hannened if the other companies had made a 
submission of the intricete workings. The purpose of this 
16, NOt to condemn anyone. It is tu show the situation am 
show how this competitive situation works in Alberta in 
LesocewieevOuprices Or nel voleum products. 

THER CHAITRITAN : Whet do you think you can dn, 
mire ELOtKInNS: we are not hurrying you. we are trying, to 
make your work useful to us. It only is useful when it has 
had critical examination, because we do not purport to be 
accountants, as you will readily understand, nor engineers 
nor anything else that hes to do with the industry. To be 
useful to us it must be examined by one whom we conceive to 
be an independent expert. It does not on that account follow 
that his criticisms will be accepted in toto by us, but we 
want them examined. “hat is the carliest moment you can 
have this in our hands and put on the train and then you 
will hear his comments here on it in open court and have 

an ovportunity of making reply. 


MR POOR IMNS: Of colirse, My Lord, I cannot 


definitely state because when I start in - I have already 


accumulated quite a considerable amount of material, but 
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I cannot definitely stete as to time but I think 2m 

three weeks, I will make an attemrt to get it completed 

and get it to Commission Counsel in three wesks. I have 

to offer a suggestion in that case. Am TI to understand 

it will be submitted to critical examination of Doctor Frey 


and Wirt Cottle? 


THE CHATRI AN: YeS. 
we. PLOTKINS: gir. Cottle is Taniiiar wis 


conditions in Alberta es to nprices. 
Hi CHATRMAN : mach of whom will make their 


epigicisny in public here. 


THR CHATRMAN: Ef they have any criticism. 

It may be affirmation. 

Mas FLOTRINS ? Vhat I do think is they should 
get someone that is not connected with the oil business. 
Neither Mr. Frey nor Mr. Cottle are, but get someone that 
also has a background of understanding in connection with 

the mechanics oi prices and competition. Because after all 
Doctor Frey, I have listened to Doctor Frey and he isa 

very good man but he deals with things in theabstract. ‘“e 
are dealirg with concrete cases here. There is an intricate 
relationship, in other words, there is justification for the 
action of this company and that company in the light of 
conditions, and it is only another marketer or man who has 
been through the mill that can anprec.iate properly and 
criticize properly or assist the Commission properly in 
giving the under-lying reasons. I may give my opinion but 


after all I may be biased, where an outsider fully “faniskex 
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with marketing conditions would not be, because 

after all the mechanics of marketing here are the same 

4S in the States. There may be local reasons. But that 
is the basis of this Investigation, price. 2 would like 
to make the sugzestion to the Commission to have these 

two experts assisted by a chird man if he can be founc, 

a marketing expert. 

THE CHATRMAN : You satisfy Commission 
Counsel that he should call in a third man, all right. 

That is a matter of necessity and expudiency. That is all. 


Jeeune Meantime your report Ls your recort. 


MR. PLOTKINS: Yes. 
THs CHA IRMAN : Whoever else there may be 


or mav not be, it has to be examined by Doctor Trey and 

“ir. Cottle. “hen you fix a dead-line, I would say in) order 

for it to be useful, you must make an effort to get it out = 
and you would not be doing it et all if you did not want it 
to be useful because it would be an exnense and trouble to 


de it - but you seem to be in accord both of you on three 


weeks. ‘e will leave it at that. How about this report? 
MR. FRAWLEY: I want to examine Mr. Logie 
for a few minutes. 

TH: CHATRi AN: Major Lipsett suggests I 
should say that before Doctor Frey is called upon to 
eriticize it, it will be right and proper that whoever 
prepared it, you or whoever sneaxs concerning it, will have 
an opportunity of going through it. There may be things 
that Doctor Frey or Mr. Cottle do not aopreciate in it 


which again may change their views when they hear iv explained. 
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MR. PRaWL&Y: It would have to be made 
evidence anyway before Doctor Frey could comment on it. 
TH" CHATRVAN : Yes, and all explanatory 
observations made. 
MR. FRAWLEY: There would be the mechanics 
Hi yroving 1t first. Sven if it goes up to Washineton, 
la notsipert ot the record until it goes’ in in the box, 
di CHAIRMAN ; You may have @ question tier 
you Went to put to Doctor rey and Mr. Cottle, after nearing 
them. And the Witness. May explain it satisfcctorily and 
Doctor Frey's then opinion about something may be changed 
by that explanation. sll right, I think we are ail clear 
ncW. 
& MR. FRAWLEY: Now, Mir. Logie, I want to 
have some comment by you on this document Sxhibit "542", 
Wi ete t, SUS. Perhaps you should read the first page or go 
that contains the only memorandum and then say what you 
have to say about the statements you file along. with it? 
A Then reading Page 1 of the Lion Refining Company Interim 
Report on refining operations, 1938. 
Lion Refining Company is 
the registered firm name of Leon L. Flotkins, operating a 
refinery in Manchester Sub-Division south of Calgary. 
The company operates a straight- 
run topping plant having a canacity of 550 barrels per day, 
utilizing a down draft, centre fired, multiburner tube still 
of our own design together with a multi-draw fractionating 


tower with our own design of internal steam strinping sections 


which permits the withdrawal of five streams continuously from 
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the one tower. All streams are regulated at will with 

regard to boiling range and flash point over a wide range. 
Usual auxiliary equipment such as pumps, controls, condensors, 
boilers, compressed air and tankage is included. 

The ~reeting Glant deoa 
semi-continuous tyne doctor treating plant with a chemical 
regenerator which permits the regeneration economically of 
spent chemicals. There has also been added recently a lube 
blending plant to blend neutrals and Bright Stocks to various 
Osteen 2CAdes Wor moLors oil, 

Highest cuality products are 
manufactured consistent with ai:ailable crude suprlies. Costs 
of refining are as low as latest type of streaight-run refining 
equipment and good, sound, personal management of the proprietor 
can make Ait, heving regard to the conditions of operation. 

The capital invested in’ the 
above assets as at December Slst, 1948, after allowance for 
depreciation is 317,615.87. 

The refinery meintains Its om 
completely equipped shop and machinists to keep the equipment 


in runring order and on engineering office to plan and design 


new equipment nd vhich also supervises the erection of same. 


ALT oneretions Of the refanery 
are closely controlled from the laboratory office where a 
qualified chemist with edequate steff and equipment maintains 
the product guality. 
T might add that thet premise there is vrepared for me by 
our @ngineerive Department. 


MR. PLOTKINS; At’ this point with your*expiledn 
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the reason for the small capital investment shown here? 

I do not understand you. 

MR. FRAWLEY: pl7,O000.0U? 

MR. PROTKINS: The last Schedule Number 3 
gives you the total investment and then the depreciated 

book value. 

You mean why the plant is only worth 417,613.00 at as voday? 
Yes? 

The plant as at December 31 was worth 540,284.43, less 
accumulated depreciation as at that date of %24,899.30. 
During the year d2preciation was provided in the amount 

of 45,080.05, leaving the net book value as at December 431, 
OO POL andl) FOL Oy. 

MR. FRAYLEY: Do you want to say something 
about the statement? 

I do not know just the orocedure which would be easiest 

for the Commission’, whether I shuuld read this or whether 
they should ask questions? 

Do net read it. Just say what Statement "A" is, what it 
purports to show and what it finally results in? 

Exhibit “A” purports to show a statement of profit and loss 

by products for the year 1958. It shows the sales by: products 
and the total velue of those gallons as set forth in Schedule 
Number 2 opposite each product. It also shows the net margin 
per gallon by products. In other words, on <thyl our net 
margin was a loss of “814d a gallon. 

VR. COMMISSIONSR LIPSETT: That Ethyl lass, you were nor 
manufacturing that? 


No, Sir. Ethyl and Gold gasoline are products which we buy 
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from other companies. 
Q That was really a marketing loss? 
A Yes, that is really what it is. I checked the records 
and I found that in the @thyl gasoline there was considerable 
shrinkage and in the Gold gasoline there was considerable 
Overage, and the explanatior given to me regarding that was 
when one of the stations ran out of Gold gasoline, ®thyl 
was substituted there. 
eae VO GPA Ys se vcl esi one 61 F 
& You should take the combined of those two products and 
that would give a net margin of .424¢ per gallon, slightly 
under half a cent 
Q@ Around ~2,000.00 for the two, profit? 
thet os rieht. 
MR. FRAWLEY: You think it is quite 
setisfactory to put these two job products in with the 
manufactured products like that? 
MR. PLOTRINS: i will Axplain that. Due Ao 
the fact we have to carry a certain amount of storage and 
that we have to test those products through our laboratory 
in order to maintain quality, all products ate shipped in 
to the refinery and handled by the refinery and then resold 
to Lion Oils Limited: Now there is another reason. The 
Dominion Government hes granted the Lion Refining Company 
a sales tex license, and they won't grant one, in fact it is 
not that they won't, but we certainly don't want one, for 
the Lion Oils Limited, due to complications. le have to 
submit a lot of stetements and refer to a lot of things and 


so forth and so on, and they disnute values. 60 that the 
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practical purpose is all of the products are purchased 

by the Refining Company, handled by them and resold to 
the marketing company. ‘nat is the reeson why you find 
them in here. In other words, loss of handling anf a@di- 
tionel expenses and surveying are borne by the refinery 
endviraneierred ig tne form uf 6 small charge to. the 


marketing company for handling and looking efter. 


Lik. COMMISSIONER LIPSETT: nat is Lion Oils Limiwed? 
Yes. 
MR. FRAWLEY: oso the Lion Refining Company 


sélis its products to the Lion Oils Limited, and the Lion 


O@fis Limited sells to the public? 


MmnG PLOTS. Loe coLoeOnrec(. 
MR. FRAWLNEY : Is there any vcarticular 


reeacoweror tet? Ts that set up for profit reasons? 
MR. PLOTAINS: For profit reasons mainly 
SQ0 UC LUERiwsOUrse Ves Ol &. por With other companies tobe 


able to may taxes on © comparable basis. If we uad it 


all in one, our taxes would be considerably higher. 

MR» PRAWLEY ; A.l right. The statement 
shows the net margins you mede or lost per gallon and 
everything is on this pege including the two products 
Ethyl and regular which you purchased and all other 
products which you sold. 

MR eeu hel f Wo, there 1s enother ones 
You notice lamp kerosene. 
MR. PRAWLEY: Lamp kerosene you also 
purchase? 


MR. PLOTKINS: No. But some time in 1938, 
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T. Logie 
I would assume two-thirds of the year, we onurchased it, 
but in the last part of the year we installed equipment 
and we are now menufacturing it. 

& MR. PRAVLEY: And then all of the rest 
you manufacture except these three? 

POUT ING : sacept & certain grade of 
naphtha that we purchase. 

MR. PRAVTLEY: Mr. Cottle suggests thet 
the sale, the top line here, are sales from the Lion 
Refining Company to the Lion Oils Limited? 

Hh Yes. 

9) That is what they are completely without exception, sales 
to aoe (iis Limited? 

A Tie tiers Tsvany Little sales made, not made direct te 
idoncdads Limited, iu certainly 1s not encueh) to int tuemce 
these statements. 

Wie er bOTR INS : Pf Gernov Think there Geyer i 
VM. ERA LEYS Mr. Cottle may take iteto7 
his purposss and perhays in actual facts that the sales 
represented here are the sales trom the Lion Refining 
Company to Lion Oils Limited? 

A Yes. 

And your net margin per gallon of margin of profit and siose 
between the Lion Refining Company and the Lion Oils Limited? 

A That is correct. 

Me, FLOTKINS: The average profit for a 
gallon for the period shows what? 

A Sliehtly less than s¢ a sallon, .475¢ per gallon. 
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A ‘hibit "3° ig « are | 
xhibit "3" is an analysis of the recoveries and 


manufactured costs for the year 1928. 


@ Ty ey zy ‘ 3 ; - 
) nat word should be manufacturing, should it not? 

&é Yes, manufacturing. 

Gi Mr. Cottls says manufactured is the right word because 


it incluies crude oil used. “hat does the statement do? 

A It shows the amount of crude end casins head used during 
the year to manufacture the various vroducts of the rerinery. 
The top section there gives the recoveries, such as Lion 
“hite 941,066 gallons, and so on, of a recovery out of 


#,302,4€8 gallons of crude and 390,144 gallons of casing 


head. 
*) Yes? 
A The stetement of costs of crude used for instance ofr 


f90,000.98 is set out in Schedules Number 3, how that 
amount is arrived at. Showing s cost ver gallon of 4.18¢. 


Gl Yes? 
A Casing head used #32%,245.28 is also shown on Exhibit 'C" 
showine the cost of 8.5217 per gallon and manufacturing 


Y 


SOsve ot 325,002.57 es set Dut in detail on Exhibit 70", 


So thet the totel cost of manufacturing is per gailon 


Sot a, ae 
@ Then will you explain the bottom part, Statement of 


Recoveries and Costs? 


MR. COMMISSTONER LIPSETT: ‘does that D.723, does that 


include Ethyl and Gold that was purchased? 
A Pogbor te | ks) 1S OUI OM manuracturineg cost. Kecoveries 
and costs, the costs are arrived at on the sales realiza- 


tion method. That is the net-bacx to the refiner. 
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The recoveries of course are taken from the tup part 

of the statement, Lion thite, 941,086. 

MR. PLOTKINS: Pardon me. [In this case, 
My Lord, we have a definite net-back. There is no dispute 
and there is no marketing cost and there is no extrancous 
matters. The amount that is shown on the top, the figures 
SuOWweonmune top OL ‘Exhibit "A" ie the actual amount of 
money with no deductions whatsoever that the Lion Refinine 
Company has received. So that we can correlate tuat bask 
to the cost of crude and casing head and labor. 

@ MR. COTTLE: May I interrupt for a 
moment? You say you have a definite net-back. You have a 
net-back based on the price that the Lion Oils purchases 
from the ‘Lion Refining? 

MR. PLOTKINS: Vasreks 

MR. COTTLE: It is not really a. definite 
Here ee a cron vhe ultimate sale. 

MR. PLOTKINS: Yes, we will add to that 
figure what the marketing company receives. But for the 
tine being thet iS whet the rebineryerecei ves. 


definite net-back 


MR. GCOTTLI:: Live ds oe 


inasmuch as it is wheat the Lion Oils pays the refinery for 


the prouduct. 
MR. PLOTRINS: Yes, the same as the Great “Vest 


pays the B. A. or anybody else. There is) no. dispute vas to 


those figures. You may disagree later on with the market- 


ing costs, that may be qualified by this matter and that 


matter. 


MR se (COT Tits There is no suggestion of 
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T. Logie 
any dispute about the accuracy of these figures, but 
the difficulty is it is 4 payment by Lion Oils Limited 
to’ the Lion Refining. 

MR. PLOTKINS: Yes, and we say Lion White 
the cost per gallon is 7.963¢. That ts the actual figure, 
is it, Mr.Logie? 

MR. FRAWLEY: Might I suggest that 

Mr. Logie go through with this Lion White, because it 

doe -s not mean anything to us to say one times two, in 

the fourth column. 

MR, PLOTKIMS ¢ TY just want to explain it 
before he goes ahead. 

Q MR. FRAWLEY: Take the Lion White and 
explain what it means. Gailons in the first column and 
percent in the next column. 

WR. COMMISSIOWER LIFSEIT: Where are you at? 

A Exhibit *B*. The Lion “hite, we recovered 941,086 gallons 
which is 34.313% of the total amount recovered from the 
crude and casing head used. 

j MR. FRaWLEY: whet fiszure? 
pei4e.0026 The average selling price, that is the 
abbreviation there, the average selling price or net-back 
Von rie mer inery 1S 1= 

Q Mie LOTR S. Why do you say average 
selling price? ‘ere there any changes during the year? 

A Yes, there were price chanezes Curio Lae year 

Q MA. FRAWL ay ¢ What does the 1 mean after 


the word percentsge? 


Well really that 1 times 2, which is after the average 


PRE on, 
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T. Logie 
selling price, gives you the ProcucL. 

Nu, but what does the 1 mean? It is the column? 

A Pheateis right.) 1) times 2v' that is’ the average selling 
price, gives you the product. Now if you multiplied that 
figure and that figure together you would fet O27204. 

o} MR. FRAWLEY: What is that 1 there? 
What does it represent? 

A It merely makes it easier, ot least I hoped it woulda, 
to show that this column here wes the rosult of these 
two columns. 

Q That is column number 1, which really is column number 2, 
Crecourse ¢ 
MR. PLOTKINS: fs it not simple to gny 
Morus e “rei srence number’. 

MR. FRAWLY: It is’ a. reference numter? 

A yourcoOuld number it number 2 af it) would make 11 easier 
for you to understand. 

Q Carry on, then? 


HS CHATAMAN : bo you understand it? 

MR. FRAWLEY: Yes, I understand it. 

THE CHAIRMAN: Tell me. 

MR. FRAWLEY: iis only there to indicate 
for further reference that it is that column with these 


percentages aterting at 64.4614 and “so on. Then thernect 
one average S. FP. is called number 2. ‘They are only 

called 1 and 2 for the purposes of the next column, because 
the next column is the result of multiplyine these two 


columns, percentege and averuge selling oriee. “The teas aie 


it means. 
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Logie 


THE CHATRINAN : Yes, go ahead? 

when you come to the average selling price or net~baek 

to the refinery, you arrive at that 9.402¢. TT think 

it is in Schedule Number 2 which shows an analysis of 
sales by products giving the total number of gallons old 
and the amount received for those gallons, and the average 
is the fourth column which is kFeaded, - that is the 
product total of 34.3135 and 9.405 multiplied together, 
and then you get the total of that column 67 ,548. From 
that you get the relation of Lion White to that total 
No Poe eS CO UUM NUM DS fs s). see < ts 

MR. PRAWLEY: Theypercentages 

That ig right. Expressed in percentages. So that means 


thet iion white absorbs 47.765 Cf tne Total cosv.or 


manufacturing. 


Yes? 

MR. COTTLE: in other words, Mr. Logie, 
the sales realization value of Lion White is 47.765% of 
the total sales realization value of ali procucts recovered 
Lroumvour,crude GOll during the year? 
Yes, recovered. So thet we take thet percentage of 47.765 


and multiply it into the total manufacturing cost of 


$156,958.83, and the cost of Lion White is 74,971.59. 
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MR. COTTLE: And what you have done here 
is compute your costs on recoveries during the year on 
what is known as the sales realization method of 
appropriating joint costs? 

That is right. 

And you set out first to find the proportion of sales 
realization value of seach product in .relation to 

total proaduct and you merely apportion the total cost 
to all products, each of thom in relation to the sales 
reqglization of each product? 

Yese 

MR. PLOTKINS: Tae total reseipts, not the 


totel cost. We apportion the total recoipts of all 


products. 

WITNESS: Noe 

MR. COTTLE: No, I think not Mr. Plotkins,. 
WITNESS: NOo 

MR. COTTLE: You apportion the total realiz- 


ation in relation to the realization of esch product? 

MR. PLOTKINS: Yos, the sales realizatiun is 
what we receive. 

THE GHAIRMAN: Nov: just a minuta, we want to 
hear the witnoss and not a general discussion, wnat do you 
sey to that? 

IL think Mr. Gottle's explanation is perfectly 6orreot in 
teat respect. We will go over that again if it is all 
right. 

MR. OOTTLE: Shall I repeat it, Mr. Chairman? 


THE CHAIRMAN: YES. 
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T. Logis 
Q MR. COTTLE: vhat you have done, Mr. Logie 
is, aga : 
q& MAJOR LIPSETT: will you tell us what this 


767,548.00 is before you begin that? 
MR. COTTLE: The figure of 167,548.00 is the 
sum of the figures in the column. 
MAJOR LIPSETT: I know that but what is it? 
MR. COTTLE: Now the figures in the column 
@re the fipurcs: of the percentage of recovery of eech 
product to the total recenvery of sll products multiplied 

by the unit value of esch; the peresntage of recovery 
of Lion White for instance is 34.13% of tha total crude 
and casing-head run through the still and itr. Logie has 
valued that 34% at 9.403 cents per gallon. Now if you 
consider the 100 at the bottom of column one as 100 gallons 
instead of 100%, then we may say that the first figure in 
the column headed "1 X 2" is a result of multiplying 34.41 
gallons by 9.405 cents per gallon arriving at the sum 
which would be 43.2264 columns, the column 1.2 is merely 
used to arrives at the pereentage, I mesn in the next 
column, which is headed "Percent of Cost" in order to 
got the percentage of value uf recovery of the Lion ‘shite 
to the tutal value of all products, is that right, iir. Logie? 

A That is right. 

MRe SCOTTLE: what could have been done, 


£&> 


Mr. Commissioner, is the 941,000 gallons in the first column, 
could have been multiplied by the figure in the third column 
of 9.403 cents to arrive st the total value, the total 

value of gallons 941,000 odd could have been multiplied by 


9.403 cents per gallon arriving at the total sum of money, 
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and the same thing could have been done by sach of the 
other products and then the total values obtained would 


represent the gross value of recovories from the crude 


and that could have bcen roduced to a percentage or the total 


cost could have beon aporopriatcd to each of the products. 
There is raslly no point in reducing the second column 
headed "1", to 6 porcentage and then multiplying although 
it is quite a common method. In any case, no matter how 
yew ‘dooLtryou come tc the final figure which is tho 
significant one of present cost, that prescnt cost, 
which totals 100 is, I would say it is a misnomer to head 
the column "Present Cost" because that column reprosents 
the percentage of value of the Lion White and each of the 


other products, the value of all of the products. 


‘MAJOR LIPSETT: And that Lion White is his own 


manufacture, that is his third structure? 

MR. COTTLE: Yes, all of these, I take it, 
are recoveries from the crude, is that right, Mr. Logie? 
That is right. 

The Schedule is really a simple application of the well 
known principle of sales realization methods to determine 
Joint costs? 

I do not agree with you that the column of "Present Cost" 
ts a misnomer because that percentage is definitely applied 
to your total cost to arrive at the cost per gallone 

Well I say it is a misnomer, fre Logie, because really it is 
the rosult of determining a value of the various products 
and then it is used as a basis for the percentage of cost? 


That is right. 
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Perhaps it should have two headings, one what it is and the 
other what it is used for? 

Yese 

You have headed it for what it is used for? 

That is right. 

MRe FRAWLEY: Sll right, ir. Logie. 

Will I go on from there? 

MAJOR LIPSET?: sorry to interrupt vou again, 
that column, that average manufycturing cost which you have, 
Os/ao, Exhibit "0"? 

Yes, that 5.723 is taking the total cost por gallon as based 
on the total number of gallons of crude used and the total 
number of gallons of casing-head used which makes the total 
Cheexhipit UD" of) 2,746,604. 


Oh, what average gross cost per gallon in Exhibit "B", 


would that work out at 5.72357 


I do not guite understand you sir. 

In Exhibit "B" in the last column you give cost per gellon? 
YeSe 

Various figures for the various commodities? 

No, I think that that would probably work out at a little 
higher figure because the recoveries are only 2,477,386, 
you see thet figure 2,477,586? 

Yes. 

Woll that is tho totel number of gallons recovered and if 
you were to divide that intvu 156,958.63 it would give a 
figure slightly higher than 5.723, 

MRe COTTLS: Mre Logie, I may have many 


other questions-to ask but there is one that occurs to 
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mo at the moment. Linotiee on Exhibit "B" on the line, 
position on hand December 31st, you show under heading 

of "Diesel" 167,502 gallons and under "Fuel oil" you 

show 356,479 gallons; nov follow ing first that Diesel 
Oil, I observe that your total recovery from crude oil 
during the year, of diesel, was 163,699 gallons; now 
that total recovery is something less than the total 
amount of diesol fuel which you had on hand of 167,502 
gallons, indicating that all of the dicsel fuel that was 
sold during the year was on hand at the beginning of 

the year and that you hed no market during the year for 
any of your production during the year, is that a correct 
deduction to make from the submission? 

yes. 

Going to fuel oil I observe that the total inventory at 
the close of the year was 356,579 gallons, the total 
recovorios from your plant during tho year were 441,457 
gallons, the difference being in round figures 85,000 gallons; 
from that I conclude that of the total production of 441,000 
during the year you sold only 65,000 gallons; in other 
words you sold something less than 20% of the production 

of fuel oil pruduced during the year, is that deduction 
correct? 

Yes. 

Then under recoveries and costs I slso observe that you have 


used as your factor in column 3, a value of 2.181 cents per 


@allon for fuel oil, the total production? 


Yes. 


And the 2.181 cents is the average value on your actuel sales 
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of fuel oil during the year shown on Schedute 2, the 

last line of the first part, is that correct? 

That is correct. 

Now the 2.181 cents for fuel oil is the average value 

of the sale of 181,824 gallons of fuel oil, some of which 
was on hand at the first of the year but the total sales 
represent approximately half of your total production 


during the year, whieh was, pardon me, something loss 


‘than half of your total production during the year which 


was 441,451 gallons, is that correct? 
Yese 


Now obvionsly had there been --= 


ifRe FRAWLEY: That is right, did he answer? 
Yes. 
MR. COTTLE: Obviously had there been a 


right ready market for all of the fuei oil which you had 

on hand at the close of the year which represented over 
80% of the total production during the year it would all 
have been sold would if not, tir. Logie? 

Yese 

Would it be a fair inference to make that were you able to 
get the price of 2.181 cents for all of the fuel oil which 
was in the inventory at the close of the year yuu would have 
been glad to have got it? 

Speaking for myself, that seems to be a logical conclusion. 
What Mr. Plotkins had in mind I do not know. 

Would it be a fair assumption to make that the value of 
your inventory at the close of the year would be something 
considerably less than 2.181 cents per gallon or something 


less than the figures you have arrived at on Exhibit "Bf" 
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of 1.848 cents per gallon? 

You say that our inventory would be priced at an inventory 
at less than 1.848? 

No, I say would the proper value of your inventory at the 
close of the year be the unit figure of something less than 
1.848 cents per gallon in view of the fact that you were 
unable to sell more than something less than 20% of the 
total production? 

It its guite prohablea.e It depends on what the outlook 
probably is at the end of the year. If you feel there is 
either a sale for the product or a use for the product 

at that value of 1.848 I think that that is the fair THe 
If there was a sale? 

Or some other. 

Chviously there was not a sale otherwise it would have been 
sold, would it not? 

That is what I say, that is a natural assumption I think 
but I do not know what Mr. Plotkins may have had in mind 

at that time and the oxplanation given to me regarding 
including that amount of diesel and fuel oil and these 
operating costs was that the company es at December 3lst 
intended in erecting immediately a cracking plant and 

that this value of 1.848 and the diesel is I think ---- 
44965? 

4.965 was fair in view of the fact that that would be used 
for cracking puryposese 

It being approximately 65 cents per barrel? 


Yes, 


4 little over half the value of crude oil containing all of 
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the gasoline? 

Yess 

Will the same remarks apply to diesel fuel, even to a 
greater extent, pecause your inventory is even greator 
than the total production for the year, so that you 
might say you did not soll a drop of diesel oil that 

was produced during the year? 

YESe 

Well what value was placed on the Diesel oil and fuel 
oil by your auditors in the balance sheet prepared by 
them? 

I do not think that is a fair question when we are 
discussing operating statements, I mean the auditors 
obviously make certain adjustments for other reasons 

and will, if they did write this down considerably I 

do not think it is from the operating standpoint so 

that we can get the proper picture of our business. 

The auditors did write it down? 

Ly Sata eit they oid. 

Mie FRAWLEY: The fairness or otherwise 
does not matter, this has to be all placed before the 
Commission and the Commission will have to judge all these 
things, ifr. Logie. 1 think, I should ask you to, put in 
your auditor's balance sheet made by Henderson and Teare, 
are you able to do that now? 

Well I think I have a copy here but I do not know just what 
my principalls reqetion to putting that in is concerned. 
THE CHALRMAN: Whatever they think about it 
you have it? 
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Mae COTTLEs I may say, iire Chairman, I am 


bringing this out --- 


THe Cn lian: It will not be your responsibility. 
Mite PRAWLINY : iO « 

THs Chali nN: #1 wel Gua eat ag Ay 

MRe COTTLE: If you will recall, Dz. Brown 


made a reference to skinming plants and tho difficulties 
they experienee and the handicap they were placed under in 
getting rid of what are called "bottoms" and of cuurse 
these two products are the bottoms in a skimming plant 
operation.e 

MaJOR LIPSET?: It would not guite necessarily 
follow, Mr. Cottle. would it that he should now put inthis 
Ped OF eat O46 Simply because he has not been able 
to sell/it at 2.181 during the year, I mean one would not 
follow from the other, he might have been able to sell it 
if he had taken cost for it? 

WR. COTTLEs That is the question, What 

it might have been sold at; the average of all sales that 


were made was 2.18l. 


“MAJOR LIPSETT: Yese 
THis CHaulroisN: Just a moment until this is 


marked. That will be uxhibit "S45", 


THE CHAIRMAN: What is that called? 
MR. FRAWLEY: Let us stop before it is 


marked, I see this is an unsigned copy but this was made 
in the office of your auditors? 
YeSe 


THE CHSIRUAN: And it is a true copy? 
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Yes. 
THE CHAIRMAN: And what is it? 
MR. FRAWLEY: it 18s called "Lion Refining 
Company, Calgary, Alberta, L. L. Plotkins, Proprietor, 
Report on Examinatinn of accounts for the year ended 
December 41, 1938. Henderson and Teare, Chartered 
Accountants." 
(AUDITOR'S STaTEMENT OF LIOW 
OLL PRODUCED «AND MARKED 
BXHIBIT "5435". ) 
Now then would you just run thrcugh the rest of the Sxhibit 
then? 
The rest of the Bxhirit? 
Ths rest of the whole Exhibit, Exhibit "542" ¥ mean? 
Yes, we have the perecentage of cost for Lion White of 
47.765%, the cost is arrived at by multiplying that 
percentage into the total cost of manufacturing which 
is $156,958.83, giving a figure of --~ 
Which one are you reading from now? 
Exhibit: at. 
Youmopre, Sell on %a 7 
Yes, giving the total cost of Lion White of $74,971.39; 
that is reduced to cost per gallon by dividing 94,186 
gallons into the 474,971.39 giving a cost per gallon of 
7.966 cents; that is the method used in arriving at the 
cost of the product por mallon mentioned --- 
MR. COTTLE: 4nd the total cost column 
total 9156,958.83 whieh gives you the figure to place on 
Exhibit "A" on the line opposite the word "Costs of 


Manufacturing". 
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Te. Logie 

J Yose 

Q Re FRAWLEY: Yes, go right one 

4 Exhibit "¢" --- 

Q MaJOR LIPSET?: “hat is the average of those 


costs on Exhibit "B", Mr. Logie, which are shown in 


bpd ay 8 ola A Lig 


A What is the average? 

Q What is the average cost per gallon? 

B Pion shite is)7. 966. 

G Yes but what is the average over all, over all your products? 
MR. GOTTLE: It is approximately 6.4 cents, 
Mire Commissionore 
WITNESS: Nese 
MRe COTTLE: That figure is cotained by 
dividing {156,958.83 by the total gallons of 2,477,386 and 
I have arrived at it roughly. 
MAJOR LIPSHTT: I was looking at the difference 
between that apparent percentage on that Exhibit "B" and 
the percentage as shown on Exhibit "C"? 

b Yes, well that difference is explained --- 


MRe COTT'LE: The difference would be 
explained by dividing the same figure 156,953.85 by 
2,742,632 gallons which is the total crude charged as 
compared with dividing it by the total products realized, 
2,477,386 gallons, both of those figures are Shown on 
Bxhibit "B", the total gallonage charged is 2,742,632 

and dividing that into the total cost of LOO, 90Gs do 

is the figure at the bottom of Exhibit "C" which is 5.723 


ecents, is that right, ire Logie? 
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That is right. 

Now the average of the cost of the production is obtained 
by dividing the same totel cost figure on Bxhibit "B", 

by the total reeoveries from tho crude which are 2,477,386 
gallons, giving as I make it approximately 6.4 cents per 
gallon? 

Yes. 

MR.o FRAWLEY: All right, Mr. Logie. 

Exhibit "C" --- 

MAJOR LIPSETT: That is the real cost then, 
is it, Mr. Cottle, 6.4 cents? 

WR. COTTLE: Un I would not say that is 
"real cost®. You get into many discussions when you 
call a cost "real", that is the average cost per gallon 
of the recoveries from the crude and that is all that 


can be said about it. 


MAJOR LIPSETT?: The balance of the crude being 
Lost? 
MR. COTTOE: Yes, it is the total cost 


divided by the total gallons recovered. 

MAJOR LIPSETT: That is the figure, the real 
figure is shown, the other figure would not be an accurate 
representation of his costs, would it, 5.723? 

MR. COYLE: Yes, it is just as accurate as 
the other. It is a different divisor. It is what you 
might say the real figures are, the cost total »156,958.83. 
Now that is a real figure. There is another real figure 


which is the total gallons which went into the still which 
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T. Logie 


Ustas(4e,632 ga. lons. That is a real figure. 

There is another real figure which is 2,477,486 

gallons which is what came out of the stills. 
MPHORVEIPSETP: Yess 

MRe GOTTLE: Wow, those are three real 
figures. Wow if you divide the total cost by one 

cf them you merely get, it will be the result whtech is 
the average cost per gallon of throughput and the 
figure I gave you of 6.4 is the average cost per 
gallon of outcome if you want to put it that way, one 
is no more real than the other. 

THE CHAIRMAN: A Loss of nearly 500,000 
gallons in processing. 

wR. COTTLE: Yes. 

Mo dOR PLePoatTr; “which is lost and for which 
he gets nothing. 

Pome tGOTE LE: Yes. 

MAJOR LIPpseTT: and on that basis, assuming 


that loss, it puts the figure up to 64. 


Mie SCOTT LE: That is right. 
AsOR LIPSETT: Just so I can understand that -- 
rine COTTLE: I did not vant to agree to the 


word "real" unless I knew oxactLy what you meant by "real" 
because there could be so much confusion about the 
accuracy of the cost. 

MWadOn LIPSETT: On that basis his cost would 
appear to be bed. 

MR. COTTLE: 6.4 is the average cost on all 
products recovered. 


MAJOR LIPSETT: YESs 
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Te. Ingle 
“(IPNESS: Exhibit "O" shows the value 
of the crude used in manufacturing; in other words, 
2,552,488 gallons costing $98,330.98. 

Q MR. FRAWLEY: Now is that buying it at 
frosted field prices or hcw do ynu buy your erude and 
where do you get your figure, I suppose you get the 
figure of 98,330.98 as the tctal of your invoices for 
erudé cil? 

A YeB> 

Q Now do you buy at less than field price or always on 
field price? 

S I do not know of any cases where we bought at loss than 
field price. 

Q And you have been using during this period the Rcyalite 
pipe line? 

A Yes, 

q And this is your erude, is it from, speaking generally, 
from the Sunburst Oi] Company? 

A Yess 
In fact can you say that it is during the year 1938 all 
Sunburst crude? 
No, we purchased some from the Imperial Oil Company. 
Well, what you bought from the Imperial Cil Cumpany 
would be posted field price? 
Yes. 

Q Plus this pipe line wake plus the extra 6 cents we have 


heard so much about? 
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15 2.500 — 
Cs Logie 
q@ And any crude you purchased from Sunburst would be 


the contract price which you pey Sunburst plus the 
transportation charges of the Royalite Company? 

my Yes. 

Q But you did not pay, or did you pay the Sunburst 


the going field price? 


4 We did pay Sunburst the going field price. 

Q You had a contract, did you, for that? 

8 Yes. 

a) Woll ZT will just take it from you as you say it was 
contracted for under a contract that provided that you 
pay the posted field price. 

4 Yese 


( Go to Page 12,400 ) 
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dig Logie. 


Well, why contract. Why a special contract? 

Well, there were cert&in conditions in the contraet 
that appealed to us. 

Conditions other than price conditions? 

Teen OT. 

There was nothing peculiar about your Sunburst contract 
in the matter of the price that you paid? 

No, not as far as price per barrel is concerned. 

Pricer per’ barrel ? 

Yes. 

That is what we are interested in. as far as crude that 
you took "frem them, you paid the same price as if you 
Hougnt it all of the Imperial 0117 

hates richt:. 

Without-pyotiug into it more than is requireé, is your 
present arbitration with the Sunburst Company,has it not 
hed something to do with the matter of price payment 

for the crude? 

ivao- not know whether that is part of the arbitration or 
Dome vo nays not been able to decade, that yet. 

Vemerecs 1nberested-nerey yoursee, as we'rare "with revery 
retinery as to wheat they are payings for. their erude and 
whether they are all paying the posted field price, 


and further than that, what their views are on’ the 


propriety of the posted field price. Do you feel” competent 


to discuss thease things? 

No, Sir. I will only say this statement shows the cost 
of erude purchased by the company at the field prices. 
Because should there be any adjustment or the dispute 


with the Sunburst Company which you seem to be drawing 
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De HOS. 
attention to, that is not taken into these accounts at all. 
What you are doing - that is perhaps very smart and proper 
accounting - you are charging yourself at the field price, 
and you take the total gallons and multiply by the field 
price? 
Pius the cost of transporting. 
In the end you say there might be some adjustment? 
No, I said if there was. 
Well, "if" means there is always a possibility. All this 
Lowes ne Crude “charged in tat mosted. field. prised 
yes. 
Whether your Bank account suffered the posted field price 
or not is another matter? 
It las nothing to do with the accounting procedure. 
MR. JOMMISSTIONER LIPSETT: Who is the Sunburst contract 
with? 
i pelieve it is a contract between the Lion Oils timited, 
the Lion Refining Company, and Leon L. Plotkins. I may 
DCeMALI ALE Ditowrongs there but that.as what 7 think yee 
and the Sunburst Oil Company. 
MR. FRAWLEY: Mr. Logis, I do not want to 
press you and particularly when Mr. Flotkins, wm has 
gone to the arbitration at the moment that we are talking 
about? 
Yes. 
You are not able to say whether or not the arbitration 
really has to do with the price that you should ultimately 
pay to the Sunburst Company for the crude oil? 
THE CHAIRMAN: If it- is important to know, 


we can get the terms of the reference of the arbitration. 
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tT. woegie. 


MR. FRAWEY: No, Iiwon!ti press \thigiwitness. 
Teo CHATRMAN: CT @o not think his evidence 


would De Griany value. He is not in charge of ths 
arbitration. If it is of any importance we could bring 
the arbitrator up, if you need, to say what is referred 


SO. ALM: 


Mo 
: A. 


food 


» FRAWLEY: The only reason [ am wasting 
time is the Commission wants to know what these people 
paid for their crude end the witness says this is just a 
DOOkeeopinetiigure at the posted field price for safetys 
SGkeelieciiieunderstand (1 U- 

Me, th didvnot say that. Dyeeiee thepeoste Ter lectewsin 
thas etatement were invoice prices from Imperial, Sunburst 

Orsay OLlere companies yc mont) weve’ bouscht from at 
poOsbed Tiehie price wore betteretihan, the pos ted) fleild mrice 
DeCamserwercertainly digymot buylany at\lessmthen! the 


PoSteowti clad pri cex 


MR. FRAWLEY: MrsneCettile mas a snesest ion: 
TH: CHa IRMaAN: Hendicdimot buy anything) ep wes= 
MR. FRAWLBY: Mr. Cottle.heas) aasugrestion 


bireiey ous get) tei wnvolcess.r) omid fib be a sréat deal ar 
Groupie for you to make an analysis of the invoices and 
the purchase account. You have a purchase account in 
your book? 

Yes. 

MR. COTTE: Showing the quantity purchased 
Bromieacty Of the persons you,eurchasew: from and tne 
amount you paid for the various things? 

ioe get thar quire easily, 


MR. COMMISSIONER TIPSETT: The contract, he says, was made 
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T. Logie. 


with the Sunburst Oil Company on the one hand and three 
people. on the other, the Lion Oils Limited, the Lion 
Rei neny en. Mrs, Plotkins:. 

MR. FRAWLEY: Yes. 

MR. COMMISSION R LIPSSTT: There may be invoices from 


Lieseeth res people to the bion Refinery. 


MR. FRaYDnY: The contract is in. 
TH! CHalRMaN: You wanted something. You stated 


it to the witness. Do you understand what it is? 

Yes. 

Youswil) set Lt? 

a Split-up----- 

MR. OOTTLE: Of the purchases? 

Yes 

Pierce miowiie more coing ahvianibit "645", Exhibit: "Gu. 
which is your financial statement, profit and loss account 
Pe uemyeayeormlIje. peeve meen bryine tor econci ley an 
Wisheomiioet VAI om pare A or Exnsbit "542", the Bxbwpis 
you, tided this morning. Lewonder if .you would be 

Co0dp enough sto give me’a reconciliavion,at your, leisure, 
Ofecourse., Of your prorit .a4nd Loss, contained in 
Henderson and Teare's report, and Exhibit "A" of Exhibit 
M5AQN? 

Yes, Siri 

THE CHaIRMAN : Not too much leisure. 

When would it be possible to have thig? 

I happen to have a copy here with me for my own information, 
MR. FRAWIEY: That is excellent. Will you 
produce it and file it then? 


Yes. 


Pak aes 


. : ae ve 
k \ aa re jit went Tea ve 
| QSecciht Gre: Mite hee een? gee eee: A ee 


ae is =" 
ake ‘ re eave Mar 


7 : ‘ 4 Fi. We of oo i Tt: 


} iow” « i r t 
: a - = rn ; o VAT oF ae 1 7%, ee * rt} 
Ue ha See eS at Tiaset) Ae A en hoe os & a Pole g Bd 
5 Le ee : a 0 a: 
ee TS Teo i Cl OF BED CST (001 Ds. “20S: : 
- Macatee eae ths Pa n 4 
= fa 
om oy y Wage. Tuned 
7 , Ve : 
* Le t rm, ) ay. 
ely a bs tid Pein pha Te ay * JY? l +. afi . ‘, Ke 
H es : E _ : 
a * «x gs pants ao 
5 nee aets 
Sm 
i 
’ 
aad stl ? 
7 U - 
est ae ae 
g #7. ra 
7 ; » ee ae & 
Te cn : en * 1G ——— Mis q 
= ia =5 a n 
os ee 
ee fa 
a! & 
a 
Sa, Bae ; 
Sei Nie ot 2% i at ‘ - 
’ ? hi tg Z *s # Fe hs ea cae 
hs : ¢ 
j 
i Res, a : : 
can > = . ae S a ‘ : 
eeieoi eaet bas Peon aa ia 
\ = ’ 
"= ees 5S 2 Sees ‘ 
:) ‘3 
< s ae ee | i eee S phe | eth a 
4 ys .oks6 Aen ie ‘? Oe es ay, I i +e 8 a ¢ 
Phapie Sti . Ses Phe LS ee SE ee ee Ree See 7 
ss q 
aie» ae _ pi 
“ > & Sahcs =e 4 © , 
ey ct 2 yes * ‘ t ri as ; ik + & rei it ores Be ak fs o 
+ Ey *, » : cA ‘= 
i 7 


ie ay cai be SPOT atoe So ereeey a = ; 
. ' : a 
9 os aoe ae a. oe ep og bs Sn: ie ‘ rae, A ee hy gobo 
Pereieat Ve MR POSE a ge Oe re: ena? Wid) SOBRSAAS |. : 


| i _~ Sg eeF 


E x 
‘A Fee rey iy ee 
7 a bk sel je Se 


iD Ga hale, Sat ee ce, ne R. 


EF 3 Bt ae Het ey wi eee me ca H peat 
fat 


[2 


LA 


& 


THE CHATRMaN: The other one you wanted, 
Pitiey WO.teel ee? 

MR. FRaAWVIBY: An analysis of the purchases 
of crude. How long will it take to prepare that? 

Oh, sometime next week I could have that. 

tarly in the week? 

Yes. 

Thank you very much. 

THE CHATRMaN : Let us say Wednesday morning? 
Yes. 

You will make a note of that and we will too. We hope to 
get through with the public hearings and we want to have 
this-data, all the data wevare ‘going to have before 

the end of the week so that we may work on it when the 
publie hearings are no tacounpeons 

Yeon Kellaeiahave that information splitveup and f£ dernct 
thmnkeitewill ibe yerywhard to . 2et< 

APieniehty youlwllbonote that for Wednesday? 


MR. FRAWLEY > Yes. 


THE CoAITNMAN You are filing that statement, 
are you? 

MR. FRAWLEY: eg thie ole lea vled oGion 
Refining Company, Reconciliation of Differences Between 
Audited Statements and Cost Statement, " 


(DOCUMENT IN QUESTION ITS NOW 
MARKED EXHIBIT "544", ) 


All right, will you go on with the Exhibit? 
Yes, Exhibit "C" shows the cost per gailon of crude used 
in manufacturing of 4.1807 cents per gallon. Now, you 


have the casing head used in manufacturing. 


Is that on the same basis, invoices of casing head purchased? 
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Te oe Le. 
Yes. 
Woula@ it be a great deal of trouble if you included in 
your analysis of crude your casinghead too? 

Ido not see why it should be. I will get that. 
Fine. Now, the rest of the page is manufacturing costs. 
Is there anything you want to call attention to there? 
No, that is split up, tie manufacturing costs by products, 
showing $25,382.45. 

tf am going to ask you to be good enough to doa little 
more for us, if you would give us a breakdown of the 
item of wages, $9,978.88. It is just for the purpose 
CEsinrorming “ourlexperts invrégard to the wage (scales 
generally. Would you break it up into superintendent, 
foremen and skilled “laborers and unskilled, and the 
meaner, Or 'eourses.) “The nusiber of) -each"elLasa tor enptoyes 
and so forth? 

In other words, you want the total reconciliation of the 
figure vot 2$9 7978. 887 
& breakdown of it’? 
MR. COTTLE: a breakdown into whatever 

Ca tescrives ‘they maybe put in; showing the numbervor mem” ang 
é6ach ‘category. For instance, superintendents or 
haneacrenent cof. the plant, if there is any, and general 
labor am everything. 
MR. FRAWLEY : averything ig “in there under the 
heading of wages. There is executive salaries and 
everything there? 

In the $9,000.00? 

In tne $9,000.00? 

There ig no executive wages in there at all. That is the 


superintendent, the assistant superintendent and the 
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still man and so on. 
Well, lf you can get that for us? 

yeas 

Now, Schedule No. 17 

Yes. 

That is your administrative and handling costs for the 
veer 1938? 

Yes. 

Would you be good enough to give us a similar breakdown 
of the itemof 1,034.75, being salaries and wages? 

26S. 

And that is all in that item. 

Mi. COMMISSIONER LIPSETT: Is this manufacturing cost 

in uxhibit "C0", does not that inelude overhead? 

NO ye maT. This is just the cost anplicable to the 
manufacturing of the products. There is no administrative 
charges against that at all. The administrative and 
Handling charges are set out in Schedule No. 1, waich 
further reduces our profit on the manufactured products. 
MR. COTTLE: The two columns on the bottom 
of what you call Schedule No. 1 is the apportionment 

of the total administrative expenses in proportion to the 
total gallons of each product sold? 

Yes, on a gallonage basis, not a value basis. 

MR. FRAWLEY: PIA Fight. Schedules. 7 
Sehedule No. 2 shows an analysis of the sales by products, 
the number of eallons being 2,582,055, and the amount (or 
257,600. 78. 

Just one question there. Ethyl is your Premium Ethyl? 
Yes. 


And Gold is your regular gasoline, leaded? 
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JUST like Oo mp par. 

Both of wuich products you buy from the Texas Comvnany? 
Yes. 

The next one is Lion “htte? 

Yes. 

ADO ue LOuUrth One Us ye lient., are not 4 
hion White and Flight, those are 5rd structure gasolines, 
are they 7 

Peo Lithia eam not positive thet the Flight ig a 
blended product of Lion Thite and either tractor kerosene 
Ore something. Loam not just sure on that. 

But is it manufactured. Uverything but the first two 
gasolines are manufactured by your own company? 

Yes. 

Of course,—with the exception of the lamp kerosene that 
ifr. Plotkins told us: about. Now, the next? 

Is an analysis of the purchases by products giving the 
number of gallons purchased of =thyl, Gold and straight 
Tul, Wien is) Dion: Whatwe, tractor gasoline, lamp kerosene, 
casinghead and crude. 

fil cient. Lise prices youxpay for the Texas, have you 
POUL CcOMbLeCh COvVering Lnose. Because you are a jobver 
with respect to those two items. Do you buy those under 
a written contract? 

Lepelieve where 1s & contract but I would not go on 
record on that though. Mr. Plotkins would sive you that 
information bettcr than I would. 

I am sorry, Mr. rlotkins has stepped out. Do you know 
whether Mr. Plotkinsg intends to make any submission at all 


on his marketing? 


these two gasolines, 
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Nes; ec) 18. se ahink. 
There were some briefs here on marketing this morning? 


Yes. 


Well, we will speak to him at the recess. The last statement, 


Schedule No. 3, is what? 

An analysis of the fixed assets and depreciation reserve. 
Well, we Nave no questions about that. That is all we 
have to ask you. Me. Logie, you will try to be back on 
Wednesday with the rest of the information we requested? 
Yes. 

MR. NOTAN: May l- ask ir. Logie a question. 
You have been giving evidence in this arbitration? 

Xoo, ine. 

You know what it is about? 

I know the accounting about it. 

It i8 @ dispute between your company and this producing 
company as to what should be paid to them for their crude 
Clin (ee ei iO us 

Well, I do not know whether that is properly put. 

Well, you put it. 

aes a Gusvute Lo taink it 1S more’ proper to say) ates 
vhat basis we have for our claim from that company for 
losses which we have sustained. 

You are making certain deductions from the amount of money 
which is alleged to be owing to the producer? 

Yes. 

You prepared the statement yourself, Giants wows 

Well, no, the subject matter of the arbitration was before 


I was employed by this company. 
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Teo Og Lex 
I mean in preparation for it you have done some work ? 
Yes. 
You have not paid the Sunburst Company the posted field 
prices haves you? 
Weil, we have paid them the posted field price: less what 
pur claim 19. 
MR. FRAWLEY : Then what are these figures? 
These figures have no relation whatever to the statement 
fesubmitted. 
MR. COTTLE: What figures did you put into 
your purchase account. It matters very little whether 
you paid them or not but what figures did you set up in 
your books? 
bEnlecould texplain the entry it would be better. We 
debit our purchase account with the full amount that is 
éue vo the Sunbunstcfor the numberiof barrels sthat we 
purchased at pipe line prices. 
The full amount due the Sunburst at pipe line prices? 
If we buy 5,000 at $1.20 we credit them with $6,000.00. 
that is wmt is charged to our purchases. 
The fact the Sunburst has not been paid would not affect 
these statements in any way? 
None whatever. 
THE CHATRMAN: Is that all with this witness? 
Mite FRAW GRY s " Thiet ally taank yous 
Now, we can get started with the Becker Company. 
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J. Ge. Sader. 

JaMES LEROY SADLEIR, having been duly sworn, 
testified as follows: 
MR. FRAWLEY: Mr.' Sadleir, you are connected 
with the Becker Companies, are you not? 
Rather indirectly. 
Are you connected in any way with Becker Refineries Limited? 
No. 
Or with Becker Oil Company Limited? 
I more or less supervise the office, and that is about 
the only relation I have there. 
fre you here this morning to put before the Commission 
certain financial statements of this company? 
Yes. 
Of which commany? 
Pegrwer et inert es, 
Pecrer Hetinericsa imi tea. YourrTee] competent to milace 
before the Commission their financial statement, do you? 
All I have done, M“r. Frawley, is to make copies of a 
statement that was sent in by our accountant some time agc. 
sent im to me’ 
Veet, 
By your accountant. TY ama Dette contused’ asco hee: 
relationship of these companies. 
THE CHAIRMAN: Find out who Mr. James L. 
Sedleir is and why is he filing this statement. Who is 
he in relation to these companies? 
MR. FRAWGEY ¢ Who are you in relation to all 
these Becker companies? 
THE CHATRIMAN: Or any of them? 


My duties are largely on behalf of itr. S3ecker personally, 


‘ cst: eet ama 
ara sae 


5 oh ae ; . e 2 é , % 5 i . 
‘ Ae hs ay ree Gree Tae EE GS ee: Svea es oe ‘ & 


dias ee 


Peat eee Gee Re eral mice ‘tanto oe BRS 


4 « ott -i “sf 
| eae eed aa 
Reve at 
bi o 
oy @ 
se, “ eae sa : een F “3 a 
Bera) oe F . ‘ , fre Gr rp iy T yee Sie vot yy oa. : 
RiGee - 72 i ries ove ied, 5 Be kA a ° Beto P woes. on 
} 
S45 - 
: : 4 rh, aa & 
r 's eae 
; 
fi 
: - 
* " 
ee er, ee ee) ) a4 4 
fs ~ Ae Lr * La i? a a hag ri 
F ¥ 
i 
e 4 
‘ wk ined ee Haaeahs Le PES pe a Gee hive eed ne —eeteg F 
i ££ . ips eee ah Lae avs aa ¢ . x 
af ane 3 
{ J = + ‘ 
a a0 WP ie ps 
2 A - ; A 
vignteg oe witied Bye et api oh Be 
Gist oes eee 2 . < - =, * A 5 
Were 3 . ‘ i cn Be ; 
ee So a a KE Pee qs ot) ot be es 
gh 16 
a Ear ey « 
a ed 
~ 
' 4 fs 12 ee ns - 
M oe A oe 
5 P 
' 
* —' 
’ Meo - &S , jon eas ~ 
rn P ee in > Pe aay 
yy BAS AE ee = b! me yee 4% 
+ 
ir 
> > = 
ra4% 4 + A be 
mre fs -- Z re age g 
' + 
+ 
Bs . 2 erp P fe a a 
CAD) Pe ce eee Pa by ee 
: t : 2 ch ehs ; ? 
: Bol £3 wi i ras <3 . ss 
= ye * , i . 
i Fade ore Bb shies oer rf en 4 Ae 
j ~ Ta Pet I a gia ON, wel gee on : 
? a _ 
i x 
ae 
+ 
; = - 
* ow c » 
‘ hi i : te , ie 7 
i hes ers 
: wer a |) 
ma ~ 


ssa meets, Oy sa a S| a e et to 7 ba -ad) ‘Ufbls as ' 4 
Biegte Ex ergy Pte 2 aay Beets 7 tarts 3) on 2 oe ies 3 ey Sa ART Ft ba 4) PON ca e a 
; i os : oe 
snot She opt Ae thetic} ay waet - 
= LL Cae eee = a ‘ if 
ah oie aro ets Rares: Lat iy) ae 

Baia eee Ty) 


a” so. cae 


éé zi lke Fi > ' 2 . 

Mesh ine) We ‘Gotten A er gee 2 fF ae y 

Svar Mia MLE Re ES {a Mie Sa eee BY ’ 
7 - 


. os 
at mp wu 


a Caen ay Sette: 


dw tos DEGLe Lr. 


and, as I say, I do supervise the office of the Becker Oil 
Company. I am here substituting this morning for Mr. 
Gibb, the accountant who prepared this statement. 

are you as familiar with it as Mr. Gibb? 

No, I really know nothing about it. 

eheresis tire Gibb? 

He is on holiday and won't return until Tuesday. 

MR. FRAYRSY: It was a matter of getting the 
material before the Commission. Mr. Don Becker is here 


himself. It is a matter of putting something before the 


Commission that we can take as the statement of this company 


that is all? 

he S's 

Jeeyou, are. moet prepared to do 2b perhaps: Mr. Beckenws 

prepared to say that this i8 a record of the financial 

eit oir Ss Ot tetines Becker, befineries?y 

Vem simply, submitting these as conies, of ithe, statene nt 


as sent in to the Gommission. 


tees ui Lemay ae wri NS aLeiry is, you will readily widere am 


that was sent to me is of no great importance----it is 
important to inform me but of no importance for putting it 
into this record. Somebody must say it is a true account 
of something taken from the books of the company? 

Yess 

It may be a technical matter but it is very important. 

I am not competent to answer that because I have nothi ng 
to do with it. 

Mr. Gibb could do it very Yeadiel ys 

Nee. 

Then will he be back’ 


About Tuesday, I believe. 
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Oo is, ete iy. 
MR. BECKER: It is quite possible Mr. Sadleir 
would say that is a certified cony of Mr. Gibb's work. 
MR. FRAWLEY: Yes, Mr. Sadleir might by reading 


1% sey that Mr. Gibb has certified to it. 


MR. FRAWT RY : That does not get us close 


enoushs You Gannov, yourself, ir. Béckér, so any Lucia: 


than Mr. Sadleir, I suppose? 


MR. BECKER: NOt, Veryowell. 
WR. FRaWLEy: I am anxious to facilitate 


getting it before the Commission. But I do not relish 
anyeuelay, of Course, naturally. We may have to let this 
maccer stand till Tuesday. 

THE CHAIRMAN: ts there any delay, Treauive 
LOWseOuld Pub this in for identification now. You downer 
want a statement in that is not verified by somebody. 
Otherwise, it is just no good. We Can Dut Di eLagos 
your purposes to,.send the copies away, on the understanding 
that the witness Gibb,is it? 

Yes, Gibb. 

Wit appear here on Tuesday to veriry it. 

MR. FRAWLEY: WhavrtSebiis-theny You say 

what it is subject to ir. Gibb coming and verifying it 
actually. 

it.1e8 4 copy of the statement of the income and disburse- 
ments of the Beeker Refineries Limited for the vear ended 
January 31, 1939. Also a copy of the assets and liabilities 
of the same company for the same period. I have made four 
copies of it at Mr. Cottle's suggestion. 

THE CHaATRMAN: Werwi i atl this Exh bit 


for identification. 


Oo 
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(DOCUIENT IN QUNSTION IS NOY 
MARKED EXHIBIT "xX" FOR 
IDENTIFICATION. ) 

THE CHATRMAN: I-supsose that is as far as 


you can go with this witness then? 


MR. FRALEY: Yes, Mr. Chairman. 
MR. FRA'NWTEY: Now then, the Becker Oil Company, 


you could do the same thing for that, to the sare limited 
Cee ut 

Mr. Frawley, it did not occur to me when I was talking to 
Mr. Cottle yesterday that the Becker Oil Company might 
come into the picture as well. tT have no copies of har. 
How about tuis. This is the balance sheet of the Becker 
Oil Company Limited, dated February 28th, 1939, together 
with statement of operations for the year enced February 
Dowel comeaiioa Schedule Of the tized assets and 
Oeyrecrac2on reserves as of February 28th, 1969 aid 
prepared by the same Mr. Gibb? 

Les. 

and which he can immediately certify to? 


Yes. 


Migecrent... would offer. this as xnrbit "YY" for dente ae 


(DOCUMENT IN CURSTICN IS NOW 
MARKED EXHIBIT "Y" FOR 
IDENTIFICaTICK . ) 

Would yOu want further copies of this? 

Yeo pLeacc. 

That 1S whet’ 2 had in’ minds F 

Yes, do you want to have this back to make copies? 

No, 1 have one copy at the office. 

You know what it is? 

Yeo. 


(Line thes Ls eld. ov. padlerr. 


(at tuis stage there was a short recess.) 
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DOWALD PAY BeCizkR, hav- 
ing been first duly sworn, examined by mr. Frawley, 
said: 
icf Becker, you are connected with Becker Refineries, 
Limited and Becker Oil Company, Limited? 

Yes. 

In what capacity are you enployed with the Becker 
Refineries, Limited? 

secretary. 

You are secretary of the company? 

Yes. 

And a director? 

Yese 

You have something to do with the actual operations of 
the company's business? 

Yose 

THE CHAIRL:AN: Just a minute, Becker 


Refineries, Limited. 


LR. FRAWLEY; Yes, Becker Refineries, 
Limited. 

THE CHATRiAN ; Yes. 

iiRe FRAWLEY: How long have you been 


engaged in the manufacturing ,-I will get the relation-~ 
Bhip of the Becker Oil Company, Limited and then come 
back to the Refinery, what is your capacity in the 
Becker Oil Gompany, Limited? 

Exactly the same. 

And there is still another company, is there not, the 
Richfield? 

The Richfield Distributors, Limited. 
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noe Si ate 


The kichfield Distributors, Limited, and you are 


secretary of that company also? 


Yes. 

THE CHATRAIAN ; And a director? 
Yes. 

THE CHALTRMAN ; Now let ne get that 


name too, please. 


Re FRAWLEY: The Richfield Distributors 
Limited. 
wine FRAWLEY: Now are those the only 


three cumpanies that you are connected with the operation 
in the petroleum industry in Aalberta? 

Yes. 

You have no producing company? 

No. 

You purchase your requirements? 

Yes. 

Now what is the relationship, first to the companies 
theaselves, what is the relationship between Becker 
Refineries, Limited, Becker Oil Company, Limited, and 
Richfield Distributors, Limited? 

Richfield Distributors, Limited, was the parent company 
and is not operating now, although'the company itself 
is in existence. 

Richfield Distributors, Limited, is not now operat ing 
at all? 

No. 

In the petroleum industry? 

Noe The Becker Refineries, Limited, is the refining 


company and selling to the Becker Oil Gompany, Limited. 
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Selling to Becker Oil Company, Limited and Becker Oil 
Company, Limited sells to the public? 

Yes- Becker Refineries also aells to the public at 

the plant. 

Now dealing for a moment with the Becker kefineries, 
Limited, how long has it been in the refining business? 
Since the lst of Feoruary 1938. 

8o that the statement which we have put in as Exhibit x 
for identification is what you might call the first 
statement of the Becker kefineries, Linited? 

Yese 

Because it is for the year ended January 3Slst, 1939 and 
B80 far as income and disbursements are concerned and 
the balance sheet also is at January lst, 1989? 

Yese 

Now it operates a refinery where? 

At Royalty, Alberta. 

Would you just very briefly describe the refining op- 
erations please? 

We have one small unit known as a skimming plant and a 
second small unit using the bottoms fron the skimming 
plant and known as a cracking plant, and the third is a 
treating unit. 

Now the skimming plant is the same as, I mean it is a 
well-known operation? 

Yese 

Goo pet Ot weveny, (wretinenyy 

Yes. 


Now in addition to that you have another unit which you 
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call a cracking unit? 

Y6Be~ 

Would you mind describing that a little for the record 
for the information of other people maybe interested 

in reading the record? 

The crackihg unit is used to break up what would other- 
wise Le waste oil from the skimming plant unit, into 
lighter products such as gaso.,ine and deisel oil and 
making saleable products out of what would otherwise be 
an unsaleable product. 

You refer to it as a cracking unit and I want to be 

quite certain, not for the moment doubting your word, 

but I want to be quite certain that there is agreement 
about that, can you, I might understand but would you 

for the record describe that operation and the eqmipment 
which is involved, describe the equipment and the oper- 
ation? 

well the operation is, the cracking unit is a large 
furnace for heating purposes ard ours is really as I told 
you a very simple unit so that there is just the one large 
pump, to pump products through at high pressure and into 
the furnace where it i8 heited ee high temperature, 

How high? 

Between 900 anu 1,000 degress Fahrenheit and at that out- 
put, at the outlet from the furnace the pressure is 
suddenly reduced und that reuction takes place. 

Just speak out louder please? 

Causing high molecular fractions, in other words the heavy 


waste oil to disassociate and form fractions of lower 
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5 
molecular weight. 

Q Now let me interrupt you there. what training have you 
had, lire Becker, acadomically? 

A I have a chemical engineering degree from the University 
of Alberta and I also have a Bachelur of arts. 

Q WRe COTTLE; lire Becker, what pressure 


does your cracking coil st? 
A At around 400 pounds, but that varies according to the 
stock used. 


Q The unit will operate at 400 pounds? 


zi) Yes, a8 a matter of fact the unit will operate at 600. 

Q, With temperatures between 900 and 1,000 degrees Fahren- 
heit? 

A Yese 

Q wR e« FRAWLEY: Did you purchase the unit 


asp one and install it or did you manufacture it your- 
self? 
A No, we purchased all the nesessary heavy equipment but 


the design and layout i8 all done by my brother. 


q By your brother? 

A YeSe 

Q Is your brother a chemical engineer also? 

A Yes. 

& Well ther you have in addition to this, you have a 


treating plant which is part of every refinery? 


y) Yes. 
Q Now how long, and this unit which you now describe, the 


skinning plant, cracking unit and treating unit has been 
in operation since you started? 


A No. 
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No? 

The cracking unit was started sume tine late last 
November. 

Since late last November you have operated what you 
describe as a cracking unit? 

Yes. 

Now what products do you make in your refinery as a 
whole? 

Make a No. 1 grade gasoline, a second grade gasoline, 

a very mall amount of kerosene, deisel fuel and fuel 
Onis 

Now so there will be no misunderstanding on tenis, ire 
Becker, you spoke of a No. 1, perhaps in thie Inquiry 
we have been referring to wthyl gasoline, the premium 
fuel as No. 1-and then a "Q" or roughly a 71-72 octane 
as regular and the ordinary white gasoline as third 
grade, now with those terms in mind would you state what 
products you make? 

The regular and the third grade and the other products. 
Yes, now the extent of yow operations, the volume and 
sco on of the throughput all appears in Exhibit X for 
identification? 

Yes. 

Your throughput, I would like to put that on the record, 
this lay not be, will you supplement this statement 
Exhibit X for identificatimby some information with 
respect to the asiount of throughput and that sort of 
thing, during the same period? 

I do not know our figures for the throughput direct but 
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we sold through the two companies about 2¢ million 
last year. 

Gallons? 

Yes, of products. 

Yes, but you cannot take us to the end of, the other 


end of the refinery and tell us what the gallonage 


 bharged was? 


L oan get it for you, I have not got it here. 

[I mean, quite, you will let us have that, can you? 

Yese 

And then.the yields? 

No, that is something that has been very indefinite 

due to the fact that just. having built the nlant and 
built it ourselves we have had to make so many changes 
and we have had to learn how to run it in the firat 
place, that our yields have been of a very great 
variety. 

would it be possivle however, unsatisfactory you nay 
regard it, would it Se possible for you to prepare a 
memorandum for us which we can seni to our refinery ex- 
pert Dr. Brown, just ‘suvh-as it is, of the various 
yields from the various charged stocks at various times? 
Well----= 

And particularly of the cracking coil? 

I do-not know, I do not think so and [ will tell you why, 
the cracking coil has only been in operation singe 
November and that does not include it in our year's re- 
port; other than that it has been operating on different 


types of crude, on different types of cracked stocks as 
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well as the bottoms from the distillation units which 
had been left over from the year before and we first 

had to learn how to run it so that it ran very inef- 
ficiently to start with and gradually its efficiency 
crept up and we do not think we have been, we do not 
think we have finished our work on it yet. 

hie COTTLE; Couldn't you give us an 
approximate idea of the yield of products from varivus 
stocks from your cracking coil, or your cracking unit? 
It would hardly be of any use. The first result of, 

the first two or three months would show a4 great in- 
efficiency and not a very good yield. 

Couldn't you give it for various months so far as that 
1s concerned, could you not give us your yields from 

the various base stocks, you have a gereral idea? 

We have a general idea and that is all. In the opere 
ation of a cracking plant so much depends on the in-~ 
dividual limitations you put upon it yourself, that is 
the pressure and tie temperature you run at and it is 
not yet, it all depends upon the type of equipment, the 
size, and so very many factors, until we have it ruining 
Batisfactorily ourselves, we really do not know how much 
it costs us to put anything through or how much yield we 


get of any one product. 
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Row much did that cracking coil cost, do you know? 
About 35 to 40 thousand dollars. 

Is that for the cracking unit itself or your whole 
distillation plant? 


NGOs sane cracking unit itself. 


THE CHATRIMAN : In view of what the 
Witness says, supposing you did get the information, 

it would not add very much to the sum total of your 
knowledge. He says they are in the experimental stage 
really. They are gradually working up to a state of 
efficiency that they may exnect some day to be statia, 
but right now it is in the course of experimentation 

as I.understand you, Mr. Becker? 

fixactly. 

Ma, COTTE: If any reliable data 
could be had at all, it would be of great interest to 
Doctor Brown. At the moment, we have only two cracking 
coils In operation in the province, the Imperial and Toe 
British American. And here is an example of a small 
erackine coil, 

THE CHATRIMAN : Yhat the Witness says is 
the results to date of the various experiments have not 
been such aes to justify him making a statement that might 
prove to be accurate with regard to the future. ‘I sunpose 
that he hes no objection in the world to Doctor Brown 
making such examination as he likes? 

MR. TRAWLEY: Doctor Brown has really 
undertaken to look at these small plants and come in with 


an estimate, Mr. rlotkins, Mr. Mayland, and I think we did 
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discuss the Becker operation with Doctor Brown. (When 
ne comes back he can g0 to Mr. Becker's plant and after 
discussing the matter with Mr. Becker he can make his 
own views. 
THit CHATRMAN: After taking into account 
what Mr. Becker is pointing out to us, there is no objec- 
tion to that, is there, Mr.Becker? 
BA NOW a tat 
Q It would be more satisfactory than trying to put forward 
a@ submission right now? 
MR. FRAVLUY: For no other purpose in the 
world is any question asked cxecupt to assist Doctor Brow, 
even if it were just hodge-nodge, what the results have 
been to date, good, bad and indifferent. It might make 
it easy tor Doetor Brown to look at the particuler plant 
and come to some estimate. 
MRS SOTTL SS That is what I had in ming. 
Je have been changing our plant all the time. All the 
workmen, they are doing a certain amount of work in the 
chenging and as fur as costs go, we have not any idea 
what they are. Similarly es to yields. ach time you 
prairrerent yield. Ii We oe 


make a change you get a 


weak and make a change tomorrow of our pressure, it 


changes the throughput of every product. But we can eet 


possibly, afterva Lot or work; the figures for every week 


of running that we have run, but it is hardly reasonable 


to wade thruugh all that and come to the conclusion that 


the vlant was operating inefficiently. ‘ee hope, and intend 


to have it operating better but fens “absohurely 10 
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representation of what it will do. 
MA CRAY L IY: There should not be any 
question of you giving us your operation as it is being 


done now? 


A No. 
THE CHATRMAN: What is the advantage of 


going behind what they ere doing right now? 

MR « APRAV I EY * No, and even what he is 
doing now may not be what he is doing in a week's time. 
UR eeCOTTLE: Would it not just indicate 
thesmost you. eould expect from the plant up to date so as 
to give an engineer an idea of what can be expected in 
Tie MieGwer solve how trom tea plant of this Kind, evcracking 
Unt GO ot nis Kind? 

A NOGe 66 gio Simple reason thet we like the gion wefinery 
have a large quantity of bottoms left over anc we spent 
elMrof that time up tc now getting rid of thet extra stock. 
We are running on one condition only, and that was to get 
ridwot that stock. -We were not running the operation 
of a general refining plant, operating a certain amount 
of crude and s-imming that and teking the rest and cracking 
iteendefetting a certaim yield out of a certain gallon of 
crude. 

Q Ofi course, we could tell with sme degree or certainty 
what you can get from your skimming operction because that 


is more or less fixed by the nature of the crude? 


& Yes. 
Q And that operation gives you # yield of bottoms and you are 


now experimenting to get The a@reatest recovery Of the more 
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valuable products from your bottoms through your 

eracking unit? 

Yes. 

MR. FRAWLEY ? 4¥t is just thet, thet 

this refinery has just realized the situation and has 

gone into a cracking operation, thet Doctor Brown woule 
find interesting. Because he has talked about, well the 
way he described it is thet a person only with a skimming 
pliant is not in the refinine business at all. That is the 
way Doctor Brown conversationally described it. These 
people have recognized that and they have established 

small cracking unit in an endeavor to get into the refining 
business. 

ue Will be pleased to supply any figures we een. 

THE CHATR AN: anything thet is reasonabis. 
Ve gO.rol Want link to do a L0t Of work that: is) im Ween 
of no assistance. 

MR. FRAWLEY: I would suggest that 

Mr. Becker and Mr. Cottle would discuss what may usefully 
be Sent to Doctor Browh and that it be sent and Verified 


by you later. 

THE CHATRMAN: There is no use of him 
dosing months of work unless there is some excellent reason. 
I think thet is a good suggestion that you and Mr. Cottle 
talk it over as to that which he thinks he requires right 
now and put you to a minimum amount of labov about it. 


You are prepared to do thet? 


Yes. 
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The Witness says whatever you say he must have in order 

to give Doctor Brown the present picture he will get for 
you. Me does not want to be put to needless or unnecessary 
work in view of the fact that Doctor Brown is going into 
the plant anyway. 

MRE POOPING 4 nes, plvcertainly cig now 
have any idea in mind of putting Mr. Becker to any great 
amount of work. 

TH", CHAIRMAN : No.».,ell then, Mr. Becker 


is quite willing to do what you want. 


Q, MR PRAWLEY ¢. Thank you. Now that is 
Becker Refinery.. The Becker Oil Company is a company that 
OUyerstherproduct at sthe refinery door from the, Becker 
Retinery.sand distributes it? 

A Yess, 

You have given usS 4 balande Sheet and profit and loss 
statement and a schedule of assets and depreciation reserve 


On the 76th of February, 1939 for the Becker Qil Company? 


A Yes. 
Ge IT have here sone information which I received from your 


company in the form of a letter, and I am wondering for 
the sake of getting it in the most simple manner on the 
record, if you could prepare, and would it be a great 
eal of trouble to prepare a short memorandum showing 
where you operate, where your bulk stations are and your 
investment in bulk stations; where you operate retail 


and whet your investment is.. wind what your price structure 


is and something about your lubricating oil business, as an 
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Cae = 2, 


adjunct of your gasoline business.T presume you have 

to buy and sell lubricating oils? 

Yes. 

4nd as I see pretty well the informetion you have given me, 
but the peculiar way it is set up here in the letter you 
wrote me on the 16th of December lust in answer to the 
questions is hardly readable if you know what I mean. 

It would be very helpful, Mr. Becker, if you would 
prepare a running story as it were of all that kind of 
basic information so that the Commission will have it? 
I would be pleased to, 

Now then I perhaps might ask you some general questions, 
it youJare Like the restiof tue. pecnie in the refining 
business. Do you have much business with farmers? 


Yes, quite a bit. 
THY CHAIRMAN : When are you going to 


have this? 
MR. FRAWLEY: This material I am now 
asking you for could probably be prepared fur some day 


next week? 

Quite easily. 

‘Say Tuesday or \|ednesday? 
Nednesday. 


Now you may be able to answer sone general questions. 


You operate through your bulk stations on a commission 


basis? 
No, we operate them all ourselves. 


They are not very widespread, ure they-? 


No. 
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Perhans you could tell us where they are? 

We Neve-ons bulle station right at the refinery, for 
Becker xefineries. The Becker Oil Company has two 
bulk stations in Calgary. 

Yes? 

With retail outlets. 

Those are combination units, then? 

Yes; Sir, And one only retail outlet in Calgary. 

One combination unit at High River apd one on Camrose. 
And, thet..is.the list? 


Yes. 


With regard to your bulk business, your wholesale business, 
you cperate them by salaried employees? 

io aes 

Do you have, your own price structure or do you follow the 
imperial Oll price structures 

We have our own price structure but it naturally follows 

the Imperial 011 price structure very closely. 

In the memorandum you are prevaring if you will show your 
prices today....... No, but would you please show us the 
price structure as of the dates of your financial statement? 
Yes, Sir. 

Tie, would not ioe very difficult, I sumpose. Do you 
supply free barrels to furmers that buy your products? 

No, we haven't y any barrels. 

So the farmer coming to one of your stations, Camrose 

or High River or Calgary and the plant, what does he do 
about the package? 


He has his own barrels except at Camrose. ‘We have a few there. 
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Becker 


Apart from Camrose, you say the farmer must bring his 
own package? 

JES) oir. 

TH™ CHATRMAN: "OW many outlets did ym 
say you had? 

MAR. FRAWLEY: List them again, please? 
Taper outlets iin the City of Calgary, one at Camrose, 


one at High River. 


MR. COMMISSIONER LIPSSTtT: And one at the refinery? 
Yes. 
MR. FRAWLEY: Eta tort “these six soutbets 


your goods are available for distribution in wholesale 
quantities, in barrel quantities? 

Yes, alt ofvthese Tive outlets. One station in Caleary 
is strict retail. 

Outside of that one you have five wholesale stations? 
Yes. 

And you say that apart from Camrose, the farmer must 

bring his own barrel? 

Visa gucci ¢ 

Do “you find that the farmer - cerhaps you do not know — 
but do you know whether in all instcences the farmer brings 
a barrel which he owns or a barre which has been lent to 
him by one of the other companies?’ 

“e have no way of knowing. 


And you do not, concem yourself with that’? 


No. 
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Tt is his, as far as he is concerned: 
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D. F. Becker 


Q It is his because he is bringing it to you? 


A Surely. 


Q Whether it is his is between himself and some other 
company is another matter? 

A Yes. 

Q At Camrose you have some barrels of your own? 

A Yes? 

Which you sunply free? 

A Yes. 

s) Do you keep a very close check on them or do you run 
any risk of loss on the value of those barrels? 

A We cunweromall risk of loss but only ‘small. Lt is nky 
atsnealisdistrict that iis-covered so the risk is probably 
on the small side. 

Q), Yes. Now how about delivery. Do you meke delivery? 
Have you any trucking fecilities to any of these bulk 
points? 

A The Camrose station has one small truck. 

Q ANGGWAtTIMIG you give free deliveries to the farmers? 

A Within an area of 10 to 15 miles. 

Q Within an areascoftlO: torpld miles} syouswmake free delivery? 

A Yes. 

Q It is done at your own expense. It is all a company operation? 

A Yes. 

Gy, You own the truck? 

A Yes. 


And look after its up-keep and all that? 


Yes. 
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MR. PRAWLEY: He is not an agent, he is 
an employee? 

Yese 

THS CHATRM AN: On salary? 

BOS WoL Tt. 

MR. FRAWLEY: Have you got a very big 
gallonage at Camrose? 

NO, it is comparetively smell. 

Have you heen in operation very long? I would like to 
compare it with the other agency operations? 

About three years. 

MR. SSDLEIR: I would say about four. 
Between three and four years. 

MRe FRALEY ; It might be very useful 

if you would prepare a statement off Camrose to show what aro 
the costs there and the gallonage, so that Mr. Cottle mieht 
heave some idea what that station is doing? 

Yes. ‘Je have not any separate accounting of that but we 
could make it. 

mithouty being too arbitrary, you think you could errive 
closely at the cost of operating that station? 

Y6s. 

MR. Cottle only means the direct expenses of the station. 
That would be a comparatively simple matter to let us 
have that? 

Surely. 

1938 will be all right. 

Wiisient soir. | one li we make »itytor, the period during 


the operetion of the Hecker Oil Company, that ie 2.0 months. 
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D. F. Becker 


Q What is it now? 

A Nell, it is the Becker Oil Company stetion now, but the 
Beaker Oi1 Company was started on the lst of March. 

Q 1938? 

A Yes. 
How was the stution operated the three or four years 
before that? 

A By Kiehiiield Distributors Limitec. 

Q Mh. COTTLIS: You have the records of 
the Richfield Distributors exnense? 

oA Yes. 

Q I think it would be better if you could mske a statement 
for tne ull period of 1? months whether the station 
Was operating by Becker Oil or kichfield? 

A Yes. 

Q) MR. FRAWLEY: Do yuu know whst it costs 
tO haul out of that station? Ff so, you might lel Us knows. 
Not;, something else. How do you supply thet station at 
Camrose? 


By itruck, our own truck. 


be 


q From Calgary? 

N Yes. 

Q Vou. then would kKnOW..s.s.sec. By the way,what investment 
have you got in trucks altogether? How many trucks? 

&é We just have three? 


Three trucks. 


£ Yes. 
Q, Including the one at Camrose? 
A Yes. 


Q But for highway trensportation fron the refinery to Camrose 
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and to High River and to Calgary, how many trucks 
have you got? 

Just those two. 

They are tank trucks? 

Yes 

Have you made any calculation as to what it costs you 
per gallon per mile? 

Yes, the figure that it costs us a little over a half a 
cent a mile per gallon. 

Lone and whort haul? 

That is the full year's average. 

Thet is averaging the tong haul calling Camrose haul 

& long haul and Calgary a short haul? 

Yess. 

Don't you find a distinction between the cost of the 
Camrose haul and the Calgary haul? 

No, not very much. 

You sind itis about half a cent per gallon? I am thinking 
you see of the per gallon of tank truck haulage? 

No, I have that wrong. To haul from the Valley, from our refiner 
up to Camrose we consider it costs us 34¢ a gallon. 
You go by the shortest way, of cuurse? 


Yes. 


Mr. Flotkins was talking to us about that. Obviously 


do not go to Edmonton and then back? 


And the railway hes not got to do that. The rail would 


only go to Wetaskiwin and then to Camrose. But you would 


not even have to go that far, would you? 
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D. F. Becker 


A It depends on the wecther,. 
Q Yes, in good weather yo might get there by “= “shorten 


+ 


mileage than going to Wetaskiwin and then across? 

A Yes. 

Q In any event, you say the Camrose haul by the longest 
Wey is oe¢ per gallon? 

A Yea. 


And the Calgary haul? 


A About botweon $ and ~ of a cent. Closer to # of a cent 
generally. 
Q), MR. COMMISSION:R LIPSETT: Do you know what the rail 


freignt is per gellon to Camrose? 
A NO. PHS 
Q MR. PRAVLEY: I would like to put on the 
record the mileage to Camrose from your refinery? 
200 miles. 
And tu Calgary? 


50 . 


You have one service station and three or four combination 


QO - O b& 


stations? 
Yes. 
Are they operated on a salary basis? 


MOB yo teks 


So you are not in the leasing business at atl? 


Se OSs ee De > 


No. 


How about dealer's margine, Mr. Becker? Have you any 


rD) 


views on that? Would you yourself being a retailer, 
do you in the City of Calgary,for instance, do you follow 


the price structure of the Imperial Oil in the City of Calgary? 
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D. F. Becker 


A No. Most of our products are slightly hieher. 
Q You buy the Ethyl gasoline, Y take it, you buy those 


products that you do not make? 


aN Yes. 

Q You buy some "Q". Do you buy some leaded gasoline? 
A Some, but not very much. 

Q But you do buy .a certain amount of Ethyl to round out 


your products? 

A Yes. 

Q, You buy that from whom? 

A The Bell Refining. 

@, From the Bell Refining Company? So that you get the 
Seale thy i end now Boos. Ethyl? 

A monk possi Dly bello rthyl yes, 

Q, But by name? 

A Yes, 

a) It ds, Bell. Ethyl? 

A Yes. 

Q Do you buy on a margin under the tank wagon or from 
the refinery? 
No, we buy that on margin under the tank wagon. 


What has been your margin? 


Tu worked, Out at i5s¢7 


A 
Q 
A The price to us has been 153¢ per gallon. 
Q 
A J6s% 

Q That is a margin under the tank wagon’? 

A Yes. 

Q Of how much? 

Py OG « 

Q Or about 3$¢7 
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Yes. 

It is only sold in Calgary? 

Just in Calgery, yes. 

You do not sell it at your combination unit in High River? 
No. 

Nor your combination unit at Camrose? 

No. 

Only at Calgary? Ft would be 19¢, and if it is 154¢ 

it is 33¢ under the posted tank wagon? 

Yes. 

MR. COTTLE: Whateps your heuline eoes 
to High River, Mr. Becker? 

it Gepenis Very Much upom road conditions: If we havete 
f0 by wey of Okovoks, the cost is the same as to Calgary, 
whereas if we are able to use the country roads, thes 
mileage is cut to two-thirds. 

MAR. PRAWLRY $ The mileage to High River 
is whet by way of Okotoks? 

About 46 miles. 

Mio. VvouTcam Boognrec lly, down Drom the refinery) on tne 
COUN UVLO Sinn wib |iss! CLG GOs! 6 é.0 we wietela:e 

PO BUOUL co miles. 

Wie COLT Whet does. that make your 


haulage cost, just half what it is to Calgary when it is 


20 Miles? 
T do not know. We hav> not figured that out, 


WR. FRAWLEY ¢ Going to regular gasoline, 
the service station price in Calgary is what? 


Poy. soe and) 7o) tax. 
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Q That is the pretty well established pump price in 
Calgary for regular gasoline? ) 

A Yes, oir, 

Q Do you know of any considerable departure from that 
20¢ price in Calgary for regulsr gasoline? 


A No; ido .net:. 


Q You never ran across any breaking of thet price? 
A Not on that particular erade of gasoline. 
Q Of course I am speaking now of what the other marketers do, 


just from your knowledge of what cther service stations 
are doing. You say they are consistently selling regular 
gasoline, which is in this province, with the single 
CxCCppLon OL eVOuUrseIT, it is all "@™ regular gasoline? 

A Yes. 

Q YOu Sayethe pump price of 20¢ is.being pretty consistently 
maintained in Calgary? 

A Generally, yes. 

Gy, And for what "Q" brand you buy and sell you maintain a price 
of 20g" do” you? 

A Through the retail outlet. 


Yes, your retail outlet. I was speaking now of you ss a 


Q 
YVetvavier? 
A Yes. 
Q You maintain the price of 20¢% 
A Yes. 
Q For this other gasoline you call the regular easoline, 


but not a leaded gasoline,you maintain a 20¢ price on thet 


TOOGWOO. VOU 


A Yes, Sir. 
(Go to Page 12,448) 
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Bocker 
About how much ---- 
MAJOR LIPSEPT: Is this number one crude 


not the regular "GQ" gasoline? 

MRe FRAWLEY: NOY, vet bow 10. |e wou 

have no Ethyl contract? 

NOS Lk s 

Mr. Becker's own regular grade is a non-leaded gasoline, 
I was going to ask you something about that, we were 
asking the Ethyl man about it the other day, what analysis 
have you had on that and by whom were they done? 

I do not know by whom they were done, they were done 
through the field plant, that is the analyses were sent 
away from there. 

From there? 

Yes. 

Were they sent to some laboratory in the United States? 
Mo, I know one of thom was sent to the University of 
Saskatchewan. 

and were there others sent other places? 

Yese 

I wonder if when you come tack on wednesday you vould bea 
good enough to bring such analyses as has been made 

and by whom, vf that regular gascline of yours, non- 
leaded, sc that we might put that in evidence? 

Wal le 

You are making about how much of it now, how much of it 
is going into the market? 

I do not know just offhand how we are doing, 


Could you bring some information with respect to that when 
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you come back? 

Yes. 

Now you are selling snme of it outside of your own 
service stations, you are selling, well let me ask you 
that, have you any sale for any of your produets outside 
of the six stations which you have just mentioned? 

Do you mean cther than the farmers? 

Well yes, to anybody, is all your prnduct, does it all 
get to the ennsumers through those six points? 

No. 

Now where, how is any of it sold other than through those 
Six points? 

A small amount is sold to what Mr. Plotkins terms 
€ruekers"s 

And what dv they do with that, the truckers, where do 
they take it? 

They retail it in their districts. 

It is taken away in tank trucks by those people? 

No, in barrels. 

There is not a very large portion nf it sold that way? 
Noe 

How much in 1938, can you bring that information with 
you on Wednesday? 

ZI do not think I could without e great deal of: work. 
Well what perhaps is important, you could give us your 
Scale of prices at which you sell und have sold to the 
truckers? 
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Both in 1938 and up to date? 

Yes. 

On the various products? 

Yes. 

Sold on the basis, on a refinery basis I suppose? 

well the bulk of it is sold here in Calgary. 

Sold on a Calgary basis? 

YES~s 

It would be refinery plus some carriage but all the 
freight beyond Calgary is taken care of by the purchaser? 
YeSe 

MAJOR LIPSETT: Is this gasoline which you sell 
in Calgary then the <0 cents plus tax, is that your own 
manufacture? 

Yes. 

you do not sell any ordinary "Q" products? 

We have bought at times small quantities when our supply 
was very low. 

MR. FRSWLEY: You ‘have a contrac* to sell 
Ethyl gasoline and "Q" gasoline from the Bthyl Corpvuration? 
Noe 

Well you must have a contract or you would not be able to 
soll the Bell Ethyl without a distributor's contract, have 
you not one vf those? 

NO o 

I mean, I put it to you that the Bell Refining Coiipany 
could not sell you Ethyl gasoline for resale unless you 
were the holder of what the Ethyl Company calls a 


distributor's license? 
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A well we are not distributors for Ethyl. We merely sell 


at retail. 


Q Oh, I sec, it is purely retail? 

yi Yose 

Q It its purely a retail proposition? 

A Yes. 

Q The Bell Company sells tc you as a retailer? 

ye) Yess» 

Q I mean you see the price on Ethyl gasoline, the tank wagon 
price on Ethyl gasoline in the City of Calgary is 19 cents? 

Be) Yes. 

Q That means that the British jmerican man across the strect 
here pays 19 less 1 of course by virtue of his @. Be de 
Standing? 

ye Yese 


Q So he pays 18 cents? 
As Yes. 
And he sells it at 4% cents on top of that perhapse Now 


> 


you are just a retailer with respect to the Ethyl, are you 
not? 

4 Yes, but we are also bulk purchasers, that is we buy it in 
bulk and it is ecld not in retail outlets. 

Q Well but where does it go, docs it go direct from the Bell 
Refining Company to your service stations? 

my Yese 

Q Ln dumps of 200 or 250 gallons? 

& Well some small dumps, just whatever is convenient. 

Q You do not buy it and take it away and store it and then 


bring it from your storage to your service stations? 
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BL No, they will not allow us to do thet. 

Q That is purely a retail operation? 

Li Yese 

Q Crdinarily it is the same operation as this Be Ae retailer 
across the strect has? 

A YESe 

Q Is it delivered to you by tank wagon the same as to the 
other service stations? 

b YeSe 


Q But you pay 19 less 33? 

A Yese 

Q And he pays 19 less 1, do you buy any other goods from the 
Bell Refining Company? 

A Oh, yeSe 


£> 


and perhaps possibly on account of your other relations with 

the Company it warrants you getting the better price? 

A YeSe 

Q What do you byy from the Boll Refining Company other than 
Ethyl gasoline? 

yay Diesel fuel, kerosene, lamp kercsene. 

Q It looks as though they cre actually regarding you as a 
jobber with that Ethyl along with your other products that 
you buy from them? 

Sb Yes. 

Q Well I am not worrying abcut the Ethyl Ccrporation and 
their troubles. Now you maintain a dealer margin in 
Calgary on Ethyl gasoline of how many cents? 

me) We have not been selling Ethyl to dealers as yet. 


Q lio, but to the consumer, you have a service station spread? 
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b Yes, well we sell at the standard price of 29% conts 
per gallon. 
That is 225 cents? 
Yese 

Q, That is what you say is the standard, that is the retail 
price in Calgary, 22% ccnts? 

A Yese 

q Snd you have, thorefore, of course a gallonage which is 
very small but you have a pretty gond margin there, from 
15.5 to 22.57 

A Yese 

Q That is 7 cents, 7 cents, it is so small that you cannot 
tell very well what you are doing on that? 
No, we just recently put Ethyl intu our pumps. 

Q You certainly get a break on the other retailers, the 

other products you sell at 2O cents and that is not a 

Purchase product, by the way you do buy Some "Q"? 

Yes. 

And what do you pay for "Q" when you buy it? 

13 cents to the barrel. 


So you have 7 cents on tnat too? 


& » & © b 


Yes, the spread on the regular gasoline covers bulk sales 

as well. 

It covers what. "Q" you buy for your bulk? 

Yese 

Q You buy the "Q", do you ee any "Q@" that goes into your 
bulk plants? 

5 Not very much. The quantity of bulk we Luy is vory small. 


Q &Snd then you put it into your pumps at the same price, they 
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will send a tank to your service station and charge ycu 
the same for it? 
A No, that price is F.0O.B. refinery. 


Q And you take it away? 


i Yese 

% You take it away from the refinery? 

J YesSe 

& Payine Lajeents, for it,,Ssome, of it, you take 16, your retads 


outlets and some to your wholesale outlets indiscriminately? 


va Yose 

Q Then the other product of course, is your own, this 
Richfield high octane you call it is your own and on that 
you maintain a spread os 20 cents you saye What I was 
really trying to get at is your view of the present 
dealer margin of 4% cents in Calgary and what you thought 
about it. 4re you able to say very much about whether 
itis enough or too much or just right? 

A Jell our dealer prices are generally higher than the 
averagce 

Q are generally higher than the average? 

ds YOSe 

Q Et must be on your third grade and distillates then? 

ve YeSe 


ON witte etait? 

bs Yos. 

Q Nov Let us deal with fee at tions The price of 4rd structure 
gasoline in Calgary to deaters, and I mean on the Imperial 
list is 14 cents, You have not any, your bookkesping does 


not show what you charge on your products out, what you 
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Fe Becker 


charge any of your products out to your bulk stations, 

do they? 

Noe 

Wo, would you let, you have n> tank wagon price really? 
No, sir. 

Well I think that is all, one general question, I suppose, 
you are a company that hopes to expand a great deal more? 
We have hopes. 

So the answer to my last question is quite abvious, the 
question is whether you feel that the distribution of 
gasoline by retail. in the province is sufficiently well 
locked after now, that no further licenses neosd be granted, 
what do you say about that? 

Et seems to me that every time a license is granittd sc many 
more people are put to work and as long as that continues 
and they are paid, that should answer the questione 

You think the general good is being served? 

Yese 

But it surely makes for duplication, there is a great 

deal of duplication in the provinee today, Mre Becker? 
Yese 

But I presume you also say that if that were to be the 
policy, the licensing policy, you as a young .ompany 

y ould never get any greater than you are now? 

YOSe 

Because I suppose it would be difficult for you to go, 
have you Looked at same other points in tho province 
where you might like to establish combination stations? 


Noe 


» 
4) 
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Q "ell you will, I suppos6, reach that stage? 
We hope sCe 
Q You do not know of any point in the province now where 


you can go to, where you can truthfully say the public 
was not adequately served, could you, with retail outlets 
or wholesale? 

Aj No, but we would consider they were not adequately served 
with our products. 

Qi Well they would not be served at all with your products, 
so that if that were the only, if that was to be the only 
consideration, why then there is not one, there are only 
three places in Alberta that are adequately served and 


that is what ycu contend, I suppose? 


ve) Et is. 

3) Very well. l think) that is ail, ifr. Becker. 
THE CHuliiiaN: where do you get your crude 
oil? 

x) We are purchasing now from the Royalite Oil Company? 


Q From the Royalite? 

J YeSe 

Q At what price? 

i The fLeld price plus 6 cents? 

Q The field price plus 6 cents? 

ma Yese 

Q MR. FRAWLEY: Oh, what is the 6 cents, just 
wheat is the mechanism of the movement, where does it come 
from and where does it go? 

dj From one of the Royalite pumping stations to cur plant. 


It goes from one of the Royalite pumping stations, they have 


Lo 


two, Longview and Royalties? 


i Mi 


nu 1 | 
ie 7 a aod 
aha Bs. fila 
1 | ee . 
Obes U i! 7 am 
| i Lyi} 


qeuly What: cane Lyng: ot ae idea eite To “mak ‘ton eo: wor 
onic Oe BOs pes Ut oD ane, omtadiy ot Og ARO vot” : ; 
DPA EHS AS ANA: Re Rade Live bare Ub top OdE ton al an 
| (Na | TeLopotodw. 2 ee 
ee Tae... pag ona! welbhend ~ Lacy ay tus : : nm y's 
| -etsuboniy: ti sw ; 

giQuduad THOU Rte? L641, bow tome mel it t biaey works” tet ee 


=e =e 4 


in way sud- at aane 4 AM OTT ae oft ean ‘tedd, is}: hat? O68 “ 
Lia, OCR tae git ak: ot ‘ond (mete oye atti drtin Bhan” | 
bie fey tat Ree qurnvivi-m “Oye eet ated ts ha 20 she eit, id -, 
9 Dy Ban eg ve 1 Ado siien | wo, tod wt: age” . ‘al 
ee yeh ae! REIL a 
nib iets. « Bigs wae aigdirion ye Hema én 
TQ Fe ' | es i ROMS 7 ida one ° : 
, af ite 
by yn agg ae Ebay ad bitewats pat ere wore: pate doig: ony eur , 


4 
TAME Le yes, sil noi 
b 


' nt ; ms 7 i 
{ iy ato : (oer : 
tad pu Te 


Teas ty) re got 8h . n* ; Be 
THdmihe” 3 “he: cae ssi nat cae a 


im * 


Pew h ite bina niiad. 2a eet 4 


i Ws ke 
A ; 
. 4 a ay he ; | 

oF a. Ee! a . 


MU i 


ae ee 


C-4 
LC 


D. F. 


of 


cB) 


way 


m3) 


ie ees i a 
Becker 


and it gocs to, from there haw does it get to your plant? 
Through our own pipe line. 

Your pipe lines reach to their pumping stations? 

Yeso 

They have permitted you to connect with, at some point 

at or near their pumping stations and then it goes to 
your own pipe line a distanco of how far? 

Ghreo quarters to a mile. 

From three quarters of a mile to a mile? 


Ye 


0?) 


and they charge you for that 6 cents? 

They charge us for the facilities for pumping at their 
station, 

Well this 6 cents. you certainly pay for tho oil but you 
pay 6 cents to the Royalite for services? 

Yes, 

MadJOR LIPSETT: voes that cover anything 
except the pumping? 

Noss i. 

MR. FRAWLEY: Now gathering, as my friend 
prints cut, it has first to be gathered by the Royalite 
systom? 

SULLY. 

And brought to cne cf their pumping stations and then 
you take it off. after it has been gathered then it 
goes throe quarters cof a mile to a mile over to your 
plant? 

Yes. 

So that what you are paying for is gathering and pumping 


the mile? 
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A Yes, and for tho privilege. 

THE CHAIRMAN: The field price, where is 
it, at tho well or at the point to which is gathered? 

A Generally speaking it is at the well. 

MRe FRAWLEY: It is so described in the 
National Petroleum News, "F.0.B. ficld tankage™. 

THE CHAIRMAN: Well "field tankage" might 
mean well tankage and that might be of some importance. 

We ave talkec a lot about field prices,you might find out 
where it is, after it is gathered or before. 

Q WR. COTTIF: The price is the price paid 
to the producer according to the posted field price by 
the Royalite? 

5 No, we pay a premium for the privilege of buying it at 
tneir stations. 

Q I mean apart from the premium, the ficld prics you pay 


is the price which the producer recieves? 


A YESe 
THE CHATRMAN: Is which? 
MR. COPTLE: Is the price the producer 
receives. 
Wid0R LIPSETT: at the well? 
MRe COTTLE: At the well. 


(Go to page 12,459) 
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Do. Beaker. 
MR. FRaYTRY;: “Ou “pay that price %o the 


Royalite of 51.20? 

Yes. 

and you pay 6 cents more as a service charge to the 
Royalite Company for what + have descrihed? 

Yes. 

Gathering, storage at the pumping plant and send ng through 
to your plant? 

Yes. 

Have you any contract with them as to the amount you 
must take? 

No. 

l barrel or 100, it is all the same? 

Yes. 

At whose expense is the pumping done from the Rovalite 
pumping plant to your plant? 

The Royalite Company takes the expense of pumping and 
we take the losses from the time it has left their tank. 


The pipe line loss is your loss? 


| Yes. 


And the upkeep of this mile of line is your expense? 

Yes. 

MR. COTTLE: The measurements are made then 
in the pumping station tankage and not in your tankage? 
Exactly. 

MR. FRAWLEY: You are" getting the pipe: lane 
Tun of crude? 

Yes. 

So that you are now paying what? 


That depends on what we buy. 
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Dp. F. Becker. 


On “the eravilty? 
vers. 


Have wou’ any’ views on the prooriety of the field price. 


Vo tun your Onl nion tool much ‘or too Little, Mreeeakers 


I nave not any views on that whatever. 
You Dave never’ examined into the question of ‘the cost of 
producing crude oil? 
Noy Saar. 


Ore Owns ComDetruive: Vou we or crade oil? 


Cw 


No, Sir. 


Boueoyvnow ust WL, take crude oil 9 You Soma ie 


in erude---- 

Not situated where our plant is, we cannot economically 

dead) wrth any other fiekd . 

Why? 

fOeCee economically we would have to bring it in by 
Bree quae vLesiwoprercraply “by rail, and that poring ae 

nos aservyed) by rales 

You have no trackage into your point at all? 

No. 


Mom would have to truck it from High River or Okotoks? 


Which you say outs it out of the question? 
absolutely. 


TT 
M 


to pay the xosted field price so long as your competitors 


pay the sane »rice? 
absolutely. 
Matis your chief interest in the field price? 


2OS.. 


mR. COPTLE : Is it fair to say you are content 
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Pete Ee Cke Tr. 
AG a marketer or reftaners it is of no concern to you, 
under your particutar circumstances, what that price is 
so long as everyone else ways the same figure? 
Providing it stays reasonable, which it will, under 
competitors’ conditions. 


and providing you cannot get it cheaper anywhere else? 


purely. 
MR. FRAVORY: You at one time had some pro- 


duction. Your company or companies you were associated 


with, or your father was associated with. I was wondering 


if you were able to sive us any comparison in costs of the 
crude now as distinguished from the crude when you had 
some production of your own? 

Veli seri erences mwitn De laistineatly just 6 cente: 

it would be Just 6 cents? 

SSL h 

BeL1oOece fou Hace thissarranzement, with the Royalite, hom 
did you get the crude to your refinery? 

We pumped it from one of the other welis. 

YOU putined From one of the other wells? 

Yes. 

One of the National wells? 

Welly 2am One OF Our OWN » 

dhen you were bumping it from the National well, you »veaid 
the »osted field price? 

Mes. 

You had some pumping exnense? 

No, the oumping exnense was taken care of by them. 

By them, without charse? 
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Da Le Becker. 
Dede PIOtKi ns: 


You were better off by 6 cents dealing with them. Why 

are you not dealing with them now? 

For some time their well was shut down, the one we were 
buying from, and we moved our pine line. 

Jere you about the same distance from that well as you are 
now from the Royalite pumping station? 

“pproximately. 

You were just simply paying the posted field price? 

Yes. 

Which means you were paying them something less than the 


posted field price? 


Yes=) U1 (COURSE he cost yor moving it .was..so smalls 


Then when you had your own production, have you any idea 
what your laid in cost was there? 

The same as from the National Pete. 

Pecause the refinery bought it from the producing company? 
Yes. 

You 06, mot care to) go back beyond, that? 

INO uae alice: 

That 1s setting out of your, provinces? 

Entirely. 


THECUS salls. 


eo f@ hhh OU HhUcHHhUhFChUChHhUcOUc OUOUlUlO Ce ° 


L. L. PLOTKINS, recalled: 


+ erm me an ere ame 


MR. FRAWLEY: Now, Mr. Plotkins, Mr. Logie 
presented some figures and statements on refining this 
morning and stopped there? 

nes 

I observed this morning you had a marketing trief. ‘Do you 


want to file that now’? 


Yes. 
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i. Gore lothins. 
This is a statement called "The Lion Oils Limited, 
Interim HKeport on Marketing Operations for 1938." 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "545", ) 


THE CHaIRi aN: Is there anything morevtowlile? 
MR. FRaAWERY: nat is all there isto a oie 
this morning? 

Yes. Now, before DP start reading this,’ I was informed 
by Mrs Logie tnay this morning in’ the) course of the 
examination that he had, that he sunplied you with the 
balance sheet of the Lion Refining Company. It came up 
in cOnnection with the valuation of stocks, and Mr. Logie 
happened to have a copy with him. Now, I am very sorry 
that was filed. I want to give my reasons and ask the 
BGerd to GOTSiderstnese reasons and say if they iseeurit 
tO setae n Lt. invmrsexperiencein this’ businessiever 
since I started in and I started to know something about 
itvin’ general’; aehave been very *careful»noit\ to disclose 
to my competitors tne true financial position. For 
reasons. The reasons are as follows. Ever since the 
tarst dey went into the 011 business the Banksy; the 
Bank Manager at Rockyford where I first started, the 
Bank Manager in Calgary when I first started dealing 
with them here, made it known to me that no money was 
available from the Banks to go into the oil business or 
to’ prosecute the oil business. and in my experience in 
dealing with the Maple Leaf and the Southern alberta Oils 
and with a number of other companies that in the course 
of the last twenty years I have been connected with, I 
found that the major companies made it their business 


to, know their Dineancial position of any, especially of 
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Ther ae LOUK ENS. 


the small competitors. I am going to produce evidence 
later on in this Enquiry to show what they do with that 
information. But the facts are that I have reliciously 
refused to allow the reporting companies, such as Dunns 
and Bradstreets, and all the wholesalers with which we 
peal, GO sive wWem/ajcopy of our financial balance sheer, 
Not that I am wanting to hide anything but because the minute 
our competitors and the major companies in particular 
know exactly where we stand and low much money we have 

to work with and how much money we owe, and where our 
Capital comes from, they are at least in & better position 
and my experience is they are in a good position to do 

us damage in a competitive way. AS lone as We cen” ceep 
them guessing as to what our resourees are and what 
POStLOULDUlLeSUibore ws LOT Us setting capital, they are 
not iforne to siiverk Jon’ any policy that may put us ouL or 
business and cost them a lot of money. “hat I mean by 
tay is /if wey tecl, for instance, our company has only 
a reserve of $100,000.00 and that with a certain price 
CONC TION Ora ynertein condition Go our credit, or any 
Other competitive condition, that we could only stand 
up for two months or three months, it might cause them 

Mo JOSe. Tue Maple wear tor Lnebance, which is; one og she 
companies they use todo for that purpose, to put the 
price down. LS BrOVOse TO! Our UiLrech customers) to saen 
an extent that three months will wipe us out. Where 
otherwise, not knowing what amount of capital we might 
Deve voOreCOuL a Ser wh Might eost = them Dealt) a milion 
dollars before they put us out of business, or before 


they got us to where we would want to listen to any 
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BP Eee lLotk bniss 


proposal they would make; for those reasons I would ask 
the Commission to return to me the balance sheet, and if 
there is anything in connection with the working of the 
company or my own personal workings, anything with the 
exception of how much cavital we have and how we treat it 
and where we get it from, I am perfectly willing to go to 
any length to make it as intelligible and available. 

In connection with the nalance sheet, the only people that 
know definitely where we stand is our auditors, which we 
neves Dull -contidencev in sand the Bank. Now, the Bank 
have changed their policy with respect to our operations 
but only in a degree. They insisted that before they 
a0VEnNCEe US any Money, vemporarily, that the assets we 

had were of no consequence and they insisted on personal 
Beusrantes, not only by myself but: also by a& number of 
persons wip arc responsible Tinancially. So that no nmtter 
what situation arose they would not lose. On top of titat, 
they wanted a full life insurance policy to the total 
amount under loan. I have in mind a letter that probably 
he ghouldc not have shown me, but the Bank Manager of the 
Imperial Bank in Bast Calgary showed me when I first 
started to deal with him. That Letter was from the head 
Ore Gomme UienexeCupeve ol Lices,  and,it said no matter wher 
the circumstances were and no matter how good the thing 
looked, we could not exist very long in competition with 
the major companies, and it gave the reason. That letter 
was shown to me because the manager wanted to justify 

his conduct and that letter is no doubt available, although 
Ico. Mou knowW Loy wbSoon” aay consequence or: At) i. os 
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relevant. But that is the position. sand the same 
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applies to Lion Oils- \imited. I want to say something 
there. Lion Oils Limited is a private company. We 


do not give the Government even a balance sheet. We are 
not compelled to by law. Under the Private Companies act 
we have not been submitting any financial information. 

We have purvosely refrained from making any public issues 
or from putting ourselves in a position where we would 
have to give out this information. That is all I have to 
say amd I certainly would like to ask the Commission to 
reconsider these representations with a view of deciding 
whether I should be given the balance shset, or the 
document that was filed this morning. 

MR. FRAWLEY: CT must take the position, first 
Of all; as Mrs Plotkins is on the’ stand; that when Mr. 
Logie was asked for it this morning there is nothing to he 
attached to that. I certainly would have requested Mr. 
Plotkzns to file the balance sheet. Mr. Cottle asked me 
to obtain the balance sheet and whether Mr. Logie had it 
Vivaeman Or NOveineaesepOrtrolio,@is a mere ¢irctimstance. 
I would have applied to wir. Plotkins when he was on the 
stand to produce the balance sheet. In doing that I did 
what I did with the other two companies, such as the 

Great West Distritutors, who are just as jealous of 


Maintaining the. privacy of their financial affairs as.is 


Mr. Plotkins. If we want the balance sheet of the 
Imperial Oil - perhaps we nave it already, because it is 
puUbtrehed” and rived. I simply take the position if it 


is material matter, in asking for Mr. Tlotkins' financial 
report it is not out of any caprice but only because, in 
our opinion, it is essential to properly understand the 


Exhibits which he has filed, and whether we got it in the 
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form of the document, Exhibit "543", or in answer to us 
questioning by Mr. Cottle, I submit, with respect, it is 
not of very great moment. It is the information 
contained there that ifr. Cottle desires to see so that 

he and Dr. Brown can properly apsreciate and criticize 

and analyze the information which Mr. Logie filed this 
morning as Exhibit "542". erobably exactly the same 
thing applies with respect to the new Exhibit Mr. Plotkins 
Nes plited os Bano oa" VArver o)1,- there earevno 
restrictions whatever as to the power of this Commission 
to demand information and it scems to me in the very nature 
Or things we cannot be content to permit Mr. Plotkins to 
keep to himself the information gained by his auditors. 
TH: CHAIRMAN: This is the information you 
have had from other companies? 

MRe FRAWLIY : Quite. 

I observed that the Imperial, what they did, they just 
extracted cértain information and said "This is the 

rer ining picture. We have so much capital invested. 

We have shown this and shown that and this is the profit 
and logs." They have done the same thihg with marketing. 
They have not brought here any capital structure or 
reserves and ali the rest of it, and that gave particulars 
making up the balance sheet as comprehensive as that one is. 
MR. FRAWLEY: Perhaps Mr. Cottle could tell 
the Sommission what they have given us, and the nature of 
the information which they have given us. 

TH: CHAT RMAN?: Check that up. I want to treat 
Mre-lotkins precisély like everyone.else. If he has 


given more in that document than you have required of 
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other comyanies it would seem reasonable that he should 
be aliiowed to make precisely the same sort of extraction 
that they have, if that be satisfactory to Commissinn 
aecountant. If, on the other hand, the Commission 
accountant is not satisfied with anything less than the 


balance sheet and he has had it from all other companies, 


MR. FRAWLEY : (Thats, ne has asked av. 

TH! CH&ATRMaN : Surely. I take it if he needs 
it “rom one he Beeds (2) from another. I mean that isa 
matter of checking up. Je are not going to debate it now: 


We will be glad to hear from Mr. Cottle or yourself 
when you are here on Monday. ‘Je wi’l discuss the matter 
then and decide one way or the other. In the meantime 
LGvissenoush tO say, i 

ie COMcCemncl, Vou Wil De treated) no oetter and no. worse 
than anyone else. we want to get all the information, 

as you know. tt is unfortunate if all the teompanies, 
including yours, have had to give information that I dare 
say they would prefer not to. Some. of them have been 
not in the least anxious to give all the information that 
has Deen optained “hers. It may be you will find yourself 
in the same boat. But all I want you to know is you 
will be treated the same, no better and no worse. 


ThatveiLe all Paeask, Sim, Ranks 


+3 


(at this stage the Hearing was adjourned until 9;00 a. M. 


Zist July, 1939.) 


Mr. Plotkins, so far as this Commission 
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